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CZECHOSLOVAKIA 


FARM RESULTS CONFIRM EFFICACY OF ECONOMIC STEPS 
Favorable Results 
Bratislava EKONOMIKA POLNOHOSPODARSTVA in Czech No 7, 1983 pp 289-291 


[Article by Eng Oldrich Zavodny, CSc, Federal Ministry of Agriculture and 
Food: “Economic Results in Agriculture in 1982 Confirm Effectiveness of 
Approved Measures in Economic Tools”) 


[Text] The year 1982 was the first year of application of the improved system 
of planned management of agriculture, the first year in which the measures 
implemented in economic tools were to favorably affect the long-term trend of 
deteriorating khozraschet of agriculutre in general as well as its economic 
organizations. The quantification of changes in economic tools since 1982, 
therfore, anticipates subsidies to profits in agriculture from social funds. 


Within the agricultural resources resulting from the second stage of one-time 
revision of wholesale prices, discontinuation of price subsidies for fodder 
compounds and the increase in the sale prices of crude oil, light heating oils 
and lubricating oils, and in the funds redistributed from the state budget, 
among other things, the relations of purchase prices of agricultural products 
were to be put on a more realistic basis and those branches of agricultural 
production were to be more significantly promoted in whose further development 
the society is primarily interested. 


At the same time, the economic measures were to stimulate agricultural organi- 
zations to increase production, intensity of agricultural production and 
quality of agricultural products. Moreover, they were to achieve beiter 
khozraschet particularly on the state farms and alleviate the interarea 

and interenterprise income differentiation in both agricultural organizations 
pay higher prices of inputs into agriculture. These and other measures pro- 
ceeded from the premise that crop and animal production will further increase 
above the 1980 level on which the entire quantification of changes in economic 
tools was predominantly based. 


The subject of this article is not the evaluation of to what extent individual 
measures were actually implemented in 1982 or how effective they were. Such an 
evaluation is part of the more comprehensive material on the appraisal of 
effectiveness of systems measures of the improved system of planned management 

















_i agriculture achieved in 1982 in order to get some idea of the role played by 
the announced measures in economic tools and whether and how one of the principal 
goals in the economic area, that is the increase in profitability of agriculture 
has been carried out. 


Fulfillment cf Financial Plan in 1982 


It need not be particularly emphasized that economic results primarily reflect 
material fulfillment of the plan. The 1982 plan of gross agricultural production 
in the CSSR was fulfilled 100 percent, of crop production 95.7 percent ané or 
animal production 103.6 percent. In comparison with 1980 with which we will 
also compare below the financial indicators, the economics between crop and 
animal production underwent a significant change, particularly because the 1982 
plan provided for an approximately 10 percent reduction of production and 
purchase of slaughter animals. The 1982/1980 index was 99.8 for gross agricul- 
tural productin, 103.8 for cropproduction and 96.8 for animal production. In 
the evaluation of effectiveness of economic tools in 1982 this fact is of 
considerable importance, thus we will return to it below. 


Compliance with the indicators of the financial plan was more favorable in 1982. 
The outputs of organizations engaged in agricultural primary production, includ- 
ing extra incomes, amounted to Kes 122.7 billion and represented a 103.3 per- 
cent plan fulfillment. The cost am»unted to Kcs 112.9 billion the plan being 
fulfilled 102.2 percent and profit amounted to Kcs 9.8 billion which represented 
a 118 percent fulfillment of the plan. As Table 1 shows the profit plan was 
fulfilled in both republics and in JZD [unified agricultural cooperatives] and 
state farms. 


Table 1. Fulfillment of profit plan in 1982 


Agriculture total Including 
(million Kcs) JZD State farms 
CSSR 9,790 7,436 1,053 
% of plan fulfillment 118 117.2 117.2 
CSR 6,998 5,084 875 
% of plan fulfillment 120.3 117.3 ait 
SSR 2,792 2,352 178 
% of plan fulfillment 112.7 117.1 62.2 


The CSSR 1982 plan in the basic value indicators was surpassed by the organiza- 
tions in both sectors. The smaller excess of total cost in relation to the out- 
puts was reflected in the increased profit in both agricultural sectors. Though 
obviously not permanent, a slower increase in cost in relation to output was 
affected by the extraordinarily favorable and less laborious conditions duriug 
the harvest, particularly of root crops. 





An equal surplus in the planned profit for JZD and state farms in the entire CSSK 
conceals the diametrically different fulfillment by the state farms in two 
republics--a big overfulfillment in the CSR and a significant nonfulfillment in 
the SSR. The nonfulfillment of planned pro‘it in the SSR was undoubtedly caused 
by the relatively bigger loss in crop production because of unfavorable weather 
conditions in 1982, but also by the smaller grain production in 1981 for anizal 
production in 1982. The state farms in the SSR did not fulfill the planned outputs 
and total costs were not exceeded. 


The fulfillment of indicators of the financial plan, however, also varied in 
individual krajs and districts within the national republice. In contrast to 
the big excess over the planned profit, for example in the North Bohemia, East 
Bohemia and North Moravia krajs, the profit achieved in the krajs most affected 
by the drought (Central Bohemia, West Bohemia, South Bohemia, East Slovakia) is 
less favorable in comparison with the plan. The profit in Central Bohemia Kra} 
fell short of the goal. 


On the basis of the fulfillment of planned material tasks and financial results 
achieved in 1982, a partial conclusion can be drawn: the measures in the 
economic tools in effect since 1982 were favorably reflected in the fulfillment 
of financial plans in agriculture by those organizations, districts and krajs, 
where the planned material tasks in production and production for market were 
met and surpassed. This means that by their economic consequences these 
measures motivate agricultural organizations to fulfill and surpass material 
plan targets and in this sense they can be regarded as incentives for further 
intensification of agricultural production. 


Changes in Incomes and Profitability 


The long-term development of profit in agriculture definitely has a declining 
tendency. In comparison with the annual average of Kcs 7.9 billion during the 
Fifth 5-Year Plan it declined to Kes 6.2 billion in the Sixth 5-Year Plan. It 
amounted to approximately Kcs 5.3 billion in 1981. Associate and supplementary 
production significantly contributes to profit. For example, associate produc- 
tion in JZD increased the annual profit by approximately Kcs 2 billion in 
recent years. 


To alleviate the deteriorating income situation, the revision of economic tools 
provided for increasing CSSR agriculture resources by Kcs 2.9 billion in subsidy 
from the state budget--approximately Kcs 1.9 billion for the CSR and approxi- 
mately Kcs 1 billion for the SSR. In comparison with a Kcs 8 billion profit 
achieved by the organizations engaged in agricultural primary production in 
1980, the profit was expected to increase under the new conditions to Kcs 10.9 
billion in 1982. A comparison with tne actual profit in 1982 by sectors reveals 
that this objective was not fully achieved (Table 2). 

















Table 2. Augmentation of resources of CSSR agriculture and profit in 1982 
(millicm Kes) 
CSSR Including 

Indicator Agriculture JZD State farms 
1980 profit total 8,022 6,454 303 
Anticipated subsidies from 

the state budget 2,900 1,490 1,162 
Anticipated profit under 1982 

economic conditions 10,922 7,944 1,465 
Actual profit 1982 9,790 7,4%6 1,053 
Direct allocation to special 

compensations fund and FKSP 

[Cultural and Social Services 

Fund] from the premiums for 

increased output 398 293 65 
Lower profit in 19862 than antici- 

pated on the basis of revision 

of economic tools 7%4 215 347 


From the fact that the anticipated profit increase wie not achieved, the conclu- 
sion cannot be drawn that the economic tools are not as effective as expected. 
The attainment of a bigger profit was objectively thwarted by some material 
changes in the 1982 plan which the approved revision of economic tools in 
agriculture had not anticipated. For example, when the economic tools were 
being revised a dynamic increase in animal production was anticipated. Instead, 
because of the eualler grain crop in 1981, the 1982 plan provided for an almost 
10 percent reduction in the purchase of animals for slaughter in comparison with 
the actual purchases in 1981. Although in accordnace with the regulatory 
measures at the end of 1981 this reduction was to be achieved primarily by the 
discontinuation of ineffective pig breeding, it was necessarily reflected in 
lower profit in animal production. 


Another unfavorable factor in the production of profit was the lowering of the 
limit for crude oil in 1982 and the resulting restriction of transportation 
service for the outsiders. The lower profit was also caused by the nonfulfill- 
ment of production tasks in some agricultural organizations and by some additional 
factors. On the other hand, we gust not overlook the effect of some favorable 
factors, such as an abundant crop and purchase of sugar beet, fruit and other 
agricultural products. 


Without quantifying these contradictory effects on the amount of profit, the fact 
remains that the profit last year, in comparison with 1980 with relatively good 
weather, was 22 percent, and including the direct allotments from the premiums 
for increased output to the special compensations fund and PKSP, 26 percent 
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vigger and, in comparison with recent years, the biggest ever since 19/74, In 
the general resources of agriculture, it restored the balance between resources 


and needa. 


In the revision of economic tools since 1982, the relatively biggest increase 
was anticipated in the state farms’ resources. Although they accounted for only 
17.4 percent of total outputs, they received more than 33 percent from the over- 
all redistribution of funds from the state budget. With reference to the 
quantification of revisions of economic tools, on the state farms there were 
also some changes in the material plan tasks which resulted in the lower profit. 
The state farms were obviously affected gore than JZD, by unfavorable weather 

in 1942, Even though the profit anticipated by the quantitication for these as 
we!!l as other reasons was not attained, the actual profit considerably 
strengthened the khozraschet position of these organizations. This is clearly 
obvious, for example from a comparison with the Sixth 5-Year Plan, when the 
state farms reported an average annual loss of Kes 345 million. 


Kehind the generally improved income situation of agriculture or JZD or State 
farms it is necessary to see the still gsarked income differentiation between 
the areas and enterprises. Different weather conditions in individual terri- 
torial aceas in 1962 further intensified this differentiation in many respects. 
Nevertheless, the improved income situation is reflected in the fact that in 
comparison with previous years the excess in the distribution of the economic 
result significantly declined, It amounted to only Kcs 442 million, of which 
within the CSSR JZD account for Kes 369 million and state farms for Kcs 73 
million. When compared with the annual average of Kes 455 million for the 
state farms, for example during the Sixth 5-Year Plan, this reprsents a substan- 
tial reduction, 





Profitability (measures by profit in relation to cost) amounted to 8.67 percent 
in CSSR agriculture, to 9.48 percent in the CSR and 7.15 percent in the SSR in 
1982. More marked is the difference in profitability of JZD--9.77 percent as 
compared with the state farms--5.03 percent for the CSSR. 


From the above, the following partial conclusion can be drawn: although not 
completely, yet to a decisive degree, the objective of revision of economic 
tools designed to improve the income situation in agriculture was achieved. 

At the same time, it would be unrealistic to expect that on the basis of 1 year, 
though with generally favorable results, that the income situation in agriculture 
which has continued to deteriorate over a long period would fundamentally change. 
This is eloquently proved by indebtedness which further increased approximately 
Kes 1.2 billion even during 1982 and amounted to Kcs 37.2 billion including 
approximately Kes 13 billion in investment credits by the end of the year. 

There is a debt for Kes 5,434 per hectare of agricultural land, whose signifi- 
cance lies primarily in its considerable differentiation between enterprises. 


Receipts from Agricultural Activities Increased 


The financing of increased prices of inputs into agriculture since 1982 was in 
the revision of economic tools largely projected into the purchase prices uf 
agricultural products. Por some products with relatively higher profit margins, 
this increase was either partially or entirely absorbed. On the other hand, to 











economically promote the development of some branches of agricultural production 
in worse natural conditions, the receipts from sales of milk, products of cattle 
breeding, sheep and potatoes were allowed to be included in a higher amount 

beginning 1982 for claiming the differential premiums to as such as 140 percent. 


in comparison with 1980, the receipts from agricultural activity and differen- 
tial premiums for 1982 demonstrate that the intentions in the price area were 
realized. The marketable agricultural production for the state fund was 

Kes 58.7 billion at stable 1980 prices (the 1982/1980 index was 99.8). The 
receipts from agricultural activity amounted to Kes 85.6 billion (index 111.8). 
The subsidies on sales revenue amounted to Kcs 13.1 billion (index 137.6) 
including the differential premiums Kcs 10.3 billion and other premiums and 
subsidies Kes 2.8 billion (indexes 155.2 and 97.8, respectively). 


The trend in total receipts (including premiums) was approximately the same in 
both national republics and JZD and state farms. The receipts in 1982 reacheu 
Kes 98.7 billion in the CSSR (the 1982/1980 index was 114.7), Kcs 66.3 billion 
in the CSR (index 113.7) and Kes 32.4 billion in the SSR (index 116.8). If we 
compare the receipts by sectors, then the receipts were Kcs 65.9 billion in 
IZD (index 113.9) and Kes 19 billion on state farms (index 114.4). 


Due to the higher purchase prices, both the receipts and the amount of differen- 
tial premiums increased. The amount of other subsidies and premiums remained 

in 1982 approximately on the same level as in the preceding years. Their pur- 
pose, however, substantially changed. Because of their limited effectiveness, 
some premiums were abolished beginning 1982. New were the premiums for increased 
output which are to stimulate social interest in the increase in all agricul- 
tural production, higher intensity of agricultural production. The agricultural 
organizations received approximately Kcs 1.3 billion in the form of these 
premiums in 1982. 


Some agricultural organizations could not claim these premiums because they 
failed to increase marketable agricultural production (in relation to the 
average of the 3 preceding years) or they failed even to earn the extra 1 percent 
premium for fulfilling the marketable production of slaughter animals (excluding 
poultry) which was exceptionally specified in 1982 for overcoming the animal 
production decline incorporated in the plan. The premiums for increased output 
were reflected favorably in most agricultural organizations and contributed to 
the enterprise funds increase. 


The economic results achieved by agriculture in 1982 indicated a turnabout for 
the better. One year alone, however, cannot be a sufficiently objective cri- 
terion of whether the measures in the improved system of planned management in 
agriculture, and particularly the measures in economic tools, proved really 
effective. Most of the agricultural organizations regaid the measures 

effected since 1982 as generally positive. Those organizations which fulfilled 
or surpassed the production targets definitely felt the effect of changes in 
the economic tools. It is desirable that the effect of economic tools be 
permanently reflected in the increased intensity of agricultural production. 

















State Farm Developments 


Bratislava EKONOMIKA POLNOHOSPODARSTVA in Czech No 7, '963 ~p 312-314 


[Article by Eng Jaroslava Glaserova, Federal Office of Statistics: “Labor Force, 
Its Occupational Structure and Resuneration on State Farms”) 


[Text] There were on the average 160,706 workers on state farms in the CSSR in 
1942, 81.1 percent of whom were blue-collar workers, 6.2 percent production and 
attendant workers (class 5B of uniform job classification (JKZ)) and 13.7 per- 
cent technical and economic workers (class 6-9 of JKZ). The share of technical 
and economic workers has steadily increased in recent years (they accounted for 
10.8 percent in 1970), while the share of blue-collar workers declined (86.5 
percent in 1970). 


This development has been made possible primarily by progress in research and 
development [R&D] in agriculture, gradual replacement of manual labor in agri- 
cultural production by machine work, continuing production concentration and 
specialization, and to some extent, also by the formation of bigger units and 
sectorial enterprises of state farms. 


Of the total number of workers on state farms in the CSSR in 1982, 85.1 percent 
were permanent employees and 14.9 percent seasonal, occasional and brigade 
workers. 


Changes in Job Structure 


Together with the changes in the structure of labor force by individual cate- 
gories, the job structure on the state farms has also been undergoing a change. 
While 44.1 percent of the total permanent labor force was engaged in crop pro- 
duction [RV] in 1970, this ratio declined to 3.1 percent in 1980 and to only 
28.8 percent in 1982. Of the total number of permanent workers 34.7 percent 
were engaged in animal production [ZV] in 1970. Their share increased to 37.9 
percent in the course of 10 years, but somewhat declined in the last 2 years 
(37.1 percent). 


The biggest changes occurred in the number of persons engaged in nonagricultural 
activities: blue-collar workers in the state farm workshops, in construction 
gangs and groups, truck drivers and their helpers and so on accounted for 21.2 
percent of permanent blue-collar workers on state farms in 1970, but they 
increased to 32 percent as early as 1980 and even to 34.1 percent in 1982. 
However, even the workers in these categories largely help increase agricultural 
production on state farms. 


it is clear from the changes in the structure by individual jobs shown in 

Table 1 that the decline in the number of blue-collar workers in crop production 
occurred mainly among “other blue-collar workers in RV" snd drivers, while the 
representation of tractor and combine operators--due to the changes in tech- 
nologies of agricultural production--relatively increased and stabilized approxi- 
mately on the same level only in recent years. Due to the progressing mechani- 
zation of agricultural production, particularly the number of blue-collar 

workers in the state farm workshops and of truck drivers and helpers increased 

in nonagricultural activities. 








Table 1. Changes in job structure of blue-collar workers on state farnus 
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key 
A - Occupation other cattle 


6 
&B - Average number in 1982 7 
C ~ Structure of labor force 8 
during the yea: (1%) 9. sheep 
D - Difference (+,-) in points 10 
in 19862 in relation to ll. Other blue-collar workers ZV 
12. Blue-collar workers in workshops 
Tractor and combine operators 13. Members of construction gangs 


2. Wagon drivers 14, Truck drivers and helpers 

ij. Other blue-collar workers RV 15. Other blue-collar workers 

4. Attendants to: 16. Permanent blue-collar workers, total 
5 milk cows 


Average Wages 


The average monthly wage of workers on state farms amounted to Kes 2,653 in 
1962, which was 2.6 percent more than in 1981 and approximately 50 percent 
more than in 1970. In comparison with the average in the socialist sector of 
the national economy (excluding JZD [unified agricultural cooperatives]), 

where the average wage in 1982 increased 2.3 percent in comparison with 1981 
and 41.4 percent since 1970, the trend in the wage increase on state farms was 
thus somewhat more rapid--in accordance with the general conception of social 
policy of equalization of remuneration in agriculture with the workers in other 
sectors of the national economy. Nevertheless, the average monthly wage on 











state farms was Kcs 85 below the average wage in the socialist sector of the 
national economy (excluding JZD) in 1982. A comparable average monthly wage 

in JZD (that is, the gross wage) has exceeded the average wage of workers on 
state farms since 1975. It was almost equal to the average wage in the social- 
ist sector of the national economy even in 1978 and has exceeded it since 1980. 
It was Kes 2,779 in JZD in 1982, that is, Kes 41 more than the average wage in 
the socialist sector of the national economy and Kcs 126 more than on the state 
farms. The comparable average monthly wage in JZD increased 2.7 percent since 
1981. 


Of these Kcs 2,653 on state farms, the average monthly base wage was Kcs 2,282. 
It increased 1 percent since 1981, but the share of the base wage in the total 
wage of state farm workers declined from 87.3 percent in 1981 to 86 percent in 
1982. 


One of the factors in the overall increase in average wages on the state farms 
in recent years was also the changing job structure of the labor force. There 
was an increase in the share of workers paid relatively higher wages, that is, 
technical and economic workers and among the blue-collar jobs tractor and 
combine operators, attendants to milk cows and blue-collar workers in the state 
farm workshops, construction gangs, truck drivers and their helpers. On the 
other hand, there was a decline in the number of workers receiving relatively 
lower wages, that is mainly "other blue-collar RV workers" whose average 
monthly wage on state farms amounts to 70 percent of the average wage of 
permanent blue-collar workers. Table 2 shows the average monthly wages of 
workers by jobs and categories. 














Table 2. Changes in average monthly wages of state workers in CSSR by 
jobs and categories 


Tabulka 2 
Vyvej préméraych misitnich mesd pracevniké stémich siatht v CESR 
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Key: 
A - Job, category of workers 12. Blue-collar workers in workshops 


B - Average monthly wage per worker (Kcs) 13. Members of construction gangs 
14. Truck drivers and helpers 


l. Tractor and combine operators 15. Other blue-collar workers 

2. Wagon drivers 16. Permanent blue-collar workers, 
3. Other blue-collar RV workers total 

4. Attendants to: 17. Seasonal and brigade workers 
Pe milk cows 18. Blue-collar workers, total 

6. other cattle 19. Production and attendant workers 
7. sows (class 5B of JKZ) 

8. other pigs 20. Technical and economic workers 
9. sheep [THP] (class 6-9 of JKZ) 

10. poultry 21. Workers, total 
ll. Other blue-collar ZV workers 


Effect of Number of Hours Worked on Wages 


These differences in the average monthly wages between individual jobs are to 
some extent affected also by the number of hours worked by these workers 
(Table 3). 
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Table 3. Number of hours worked and wage for one hour worked by 
blue-collar workers on state farms in CSSR by jobs 


Tabulka 3 
Odpracované doba a mds 2a 1 odpracovaneu hedinu u dGuiniké stétnich 
stathé v CSSR podie profesi 
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7 prasnic | 2291 2227 14,78 . 15,39 
b ostatnich prasat 2343 2242 13,64 | 14,22 
9 ovei  «-2644—Ci« (a 2880 14,48 | 14,70 
19 drabete 2146 | 2098 12,06 | 12,74 
11 Ostatni déinici 2V 2180 | 2100 11,57 | 12,51 
}- Délnici statk. dilen 2108 2078 15,56 16,51 
l Déinici staveb. éet  ~=—«1982——(is«édTW’ 1589 1651 
14 Ridi¢i nakl. aut a zdvoznici 2412 2374 15,40 | 16,37 
1? Ostatni déinici 1997 «©«=«._:« 1962 12,47 12,77 
» Dé@nici stali celkem 2197 2177 14,31 15,03 
Key: 
A - Job Ve sows 
B - Worked per worker (hours) 8. other pigs 
C - Average wage per hour worked (Kcs) 9. sheep 
10. poultry 
1. Tractor and combine operators 11. Other blue-ccllar ZV workers 
2. Wagon drivers 12. Blue-collar workers in workshops 
3. Other blue-collar RV workers 13. Members of construction gangs 
4. Attendants to: 14, Truck drivers and helpers 
5 milk cows 15. Other blue-collar workers 
6 other cattle 16. Permanent blue-collar workers, total 


Among all blue-collar jobs the highest average monthly wage on state farms in 
1982 was paid to truck drivers and their helpers (Kcs 3,237), attendants to 
sheep (Kcs 3,233) and tractor and combine operators (Kcs 3,174). The wage of 
attendants to sheep was considerably affected by the large number of hours 
worked (2,640 hours per attendant in 1982, that is, worked per worker). 
Aithough the average monthly wage of sheep attendants exceeded by Kcs 507 or 
18.6 percent the average wage of permanent state farm workers in 1982, the 
average wage of state farm sheep attendants per hour worked in 1982 was 


Kes 14.70 or Kes 0.33 (2.2 percent) below the average hourly wage of permanent 
workers in general. 


The highest wage per hour worked on the state farms in 1982 was paid to the 


blue-collar workers in farm workshops, construction gangs and groups (Kcs 16.51), 
truck drivers and their helpers (Kcs 16.37), attendants to milk cows (Kcs 16.03), 
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tractor and combine operators (Kes 15.77) and attendants to sows (Kcs 15.39). 
The lowest wage per hour worked was paid to “other blue-collar workers in KV" 
(Kes 11.90) which Is mainly due to the fact that they perform auxiliary work, 
less skilled and therefore not well paid. Moreover, among all occupations these 
workers work the fewest hours during the year (1,934 hours per person in 1982) 
to which corresponds also the lowest average monthly wage (Kcs 1,918 in 1962). 


Strengthening the Incentive Wage Component 


In the measures adopted to improve the system of planned management of agricul- 
ture in the area of replacement and stabilization of labor force and its 
remuneration in 1982 and the following years of the Seventh 5-Year Plan there 
was anemphasis--in order to increase efficiency, quality and economy of labor-- 
on the more consistent enforcement of the principles of remuneration according 
to merit and on the strengthening of the role of the incentive wage component. 


The share of premiums and bonuses including the shares in the economic results 
on the average increased for the state farm workers 1.4 points or to 11.9 per- 
cent of the total amount of wages payable during the 5 years of the Sixth 5- 
Year Plan, and further increased 2.1 points or to 14 percent during the first 

2 years of the Seventh 5-Year Plan. THP receive a somewhat bigger share of the 
incentive wage component (17.6 percent of total wages payable) than blue-collar 
workers (13.3 percent). 


From the standpoint of occupations (Table 4) the incentive wage components play 
the smallest role in the total wages of blue-collar ZV workers (with the 
exception of milk cows and poultry attendants) and of wagon drivers in crop 
production. On the other hand, the blue-collar workers in state farm workshops, 
construction gangs and groups, truck drivers and their helpers claimed the 
highest share of premiums and bonuses including the shares in economic results 
in 1982. 


Generally speaking, the premiums and bonuses in particular significantly 
increased for state farm workers in 1982 (from 9.4 percent in 1981 to 10.5 per- 
cent of total wages payable in 1982). This reflected the improvement of 
economic results on state farms. According to the preliminary data the output 
per hectare of agricultural land was approximately 15 percent higher in 1982 
than in 1981. 


The development of the incentive wage component in 1982 was to a certain extent 
affected also by the new allocations to the special compensations fund amount- 
ing to as much as 30 percent of the total amount of premiums for increased out- 
put which were paid to the agricultural enterprises for the increase in 
marketable agricultural production as provided by the measure adopted in the 
system of economic tools in agriculture for 1982 and subsequent years of the 
Seventh 5-Year Plan. 
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Table 4. 


Vyvej steuktary mezd ve stdinich statcich v CSSR wv roce 1982 


4 Profese, kategorie pracovnikG 


, Traktoristé a kombajnefi 


* Koti 

/ Ostatni déinici rostl vyroby 
” Oftetfovatele 

? dojnic 

~ ostatniho skotu 

‘ Pprasnic 

ie ostatnich prasat 

o ovei 

1) drébete 

11 Ostatni déinici tivot. v¥ruby 
. : Déinici statk. dilen 


Déinici staveb. ¢et a skupin 
14 Riditi nakl. aut a zdvoznict 
te, Ostatni déinici 
17 Julnies stali celkem 

‘ Déinici sezénni a brigddnici 
141 4inict celkem 
'\9Provozcni a obsiuhujici pracovnici 

(tt. $5 B JKZ) 

‘) Techn.-hosp. pracovn'ci 
21 _ttt. 6 a2 9 JKZ) 

P: acovnici uhrnenm 


ee 


Changes in wage structure on state farms in CSSR in 1982 


Tabulka 4 


— eee 


Z ceikového objemu mzdovych 


B prostfedkG pfipadalo na [*s) 





Job, category of workers 

Of the total amount of wages 
payable the share (2%) was 

of base wages including supple- 
ments and compensation 

of premiums and bonuses 

of shares in economic results 


Tractor and combine operators 
Wagon drivers 
Other blue-collar RV workers 
Attendants to: 

milk cows 

other cattle 

sOws 

other pigs 








Crskiadni 2D podily na © 
he 7 
G skych 
a nahrad  (OO™ENY isledcich 
87.1 a5 34 
915 4.2 33 
88.3 4. 36 
87,9 9.0 31 
90,0 6.7 33 
90.2 64 34 
91,1 54 35 
90,2 8,0 18 
68,0 83 3,7 
90.5 70 25 
80,7 16,0 33 
83.1 14,1 28 
83,4 13,5 31 
34.5 12.1 3.4 
86.3 10,5 3,2 
89.8 9.1 1,1 
86,7 10,3 3.0 
66,7 10,1 32 
«824 114 6,2 
96.0 10,5 35 
9, sheep 
10. poultry 
ll. Other blue-collar ZV workers 
12, Blue-collar workers in workshops 
13, Members of construction gangs 
14, Truck drivers and helpers 
15. Other blue-collar workers 
16. Permanent blue-collar workers, 
total 
17. Seasonal and brigade workers 
18. Blue-collar workers, total 
19. Production and attendant workers 
(class 5B of JKZ) 
20. THP (class 6-9 of JKZ) 
21. Workers, total 
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The increase in the incentive wage component was also partly affected by the 
measure granting higher prices, premiums and subsidies to certain agricultural 
products (adopted in order to further promote their concentrated and 
specialized production) according to which it was possible, beginning 1982-- 
within general rules on regulation of wages payable--to pay in the form of 
premiums a certain amount of higher prices and premiums gained by these price 
tool to the workers who contributed to the increased production and quality ©" 
these products. 


Although the increased share of the incentive component was reflected in the 
wages of state workers even in 1982, it will be necessary to achieve in the 
future--depending upon the further improvement of economic results--an even 
more progressive trend so that the incentive wage component will amount to the 
desirable 20 percent of total wages payable by 1985. The premiums will have 
to be more consistently linked to the fulfillment of qualitative indicators 

in agricultural production, to the reduction of morality among animals, to the 
rational management of fodder supplies and to the reduction of materials, motor 
fuels and energy consumption. The appropriate amount of the incentive wage 
component will also make possible the desirable differentiation on merit of 
individual state farm workers. 


10,501 
CSO: 2400/412 
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GERMAN DEMOCRATIC REPUBLIC 


REPORT ON STATUS OF ECONOMY MIDWAY THROUGH FIVE YEAR PLAN 
West Kerlin DIW-WOCHENBERICHT in German Vol 50, No 32, 11 Aug 83 pp 395-402 


[Report compiled by Doris Cornelsen, German Institute for Economic Research: 
"Growth Stabilization through Changes in the Economic Mechanism: The Status 
of the GDR Economy at Midyear 1983") 


[Text] Midway through the current 1981-1985 five-year plan, 
the economic problems of the GDR economy are basically un- 
changed: Energy and material shortages dominate economic 
activities, export increases to reduce the debt to the West 
have absolute priority. According to the official report 
on the economic results of the first half of the year, it 
was nevertheless possible to prevent a further slackening 
in economic growth. The specific material consumption was 
reduced considerably and the output was increased. Tighter 
plan requirements and numerous changes in the performance 
evaluation and control sector contributed to this result. 
The generally positive balance however is impaired by the 
fact that private consumption did not increase, 


New Regulations for Management and Planning 


An improvement in the relationship between expenditure and result through 
“consistent intensification” has been demanded increasingly in the GDR since 
the start of the 1980's. This applies quite generally to material utilization 
but especially to scientific-technical progress measures, investments, and 
manpower utilization. The emphasis here furthermore is on increasing exports, 
especially to the Western countries. Numerous new regulations have been in- 
troduced to emphasize these demands; they partially altered the economic 
mechanism. In February 1983, another Politburo resolution was adopted on 
"Management, Planning, and Economic Accounting"! whose development in legal 
terms presumably has not yet been completed. 


The flood of new regulations was rather striking already early in 1982. At that 
time it was concentrated on the expansion of control mechanisms for research 

and development, investments, and enterprise accounting’, This policy has been 
continued in the meantime?, The new regulations above all concern provisions 
on material consumption and stockpile management as well as accounting by 
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enterprises. In addition to increased control, one can also recognize here the 
employment of economic control instruments, especially for the better utilization 
of existing plants and to increase exports. 


The most striking new regulation is the “Decree on the Contribution for Social 
Assets"* This contribution is a new tax to be paid to the state in themanner of 
1 Wage sum tax which is to be collected starting in 1984. It is especially 
the enterprises and combines of industry and the construction industry which 
are subject to the payment of this tax; the assessment criterion is the wage 
fund and the tax rate is 70 percent. The contribution is a part of the costs 
and the enterprise prices but it nut supposed to influence the consumer prices. 
An “earnings allowance" is to be paid to the enterprises from the government 
budget by way of a transition regulation. The purpose of the new tax is to 
upgrade the labor factor and to promote its efficient utilization, This ex- 
tremely high tax rate will probably definitely alter the cost structure of the 
enterprises, the enterprise prices, and the structure of the government budget. 


Another essential new regulation is the expansion of the “main indexes of 
performance evaluation.” In particular, the net profit is once again to be 
assigned great significance in the context of enterprise indexes. Back in 
March 1980, net output as well as the “basic material costs per M100 of com- 
modity production,” were introduced as new main indexes, along with industrial 
commodity production (gross output). This catalogue was revised for the purpose 
of drafting the 1984 plan. Priority for industrial goods production ahead of 
other enterprise plan indexes was discarded because of all of its disadvantages 
(for example, material waste). Main indexes now are net output, net profit, 
products, and services for the population, and exports>, They are to be used 
in connection with other important indexes (labor productivity based on net 
output, costs per M100 commodity output, material costs per M100 commodity 
output, and production of products important to the national economy). "Net 
production” illustrates the enterprise's own performance (output minus material 
consumption and depreciation)®; profit moreover is considered as “continuous 
expression of effectiveness of the entire reproduction process"/ because it is 
not only an indicator of the improvement in the ratio between expenditure 
(including the expenditure\of labor force) and the result as a whole but also 
because it is an indicator for production in keeping with requirements: "A 
high net output alone is no good either--anybody who cannot properly sell his 
product is not making a profit... It is not the inventory but rather the market 
that leads to profit"®, 


If profits indeed are to attain a “function as a lever," then enterprise 
decision-making authority as to the utilization of profits would also have to 
be broadened, But there are no indications for that at this time. The dis- 
cussion in the GDR about the new indexes has just begun; on top of that we have 
the fact that the net profit acutally is supposed to apply as one of the main 
indexes for performance evaluation only starting in 1984, Obviously however it 
plays a considerable role even now: In the plan fulfillment report for the 
first half of 1983, profit development in industry is already documented with 
statistics and it is observed that the planned result for the net profit was 
exceeded in industry and in the construction industry. 
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Principal Results for the First Half of 1983 


The changes in the economic mechanism, which took effect in 1982 and during 
this year, obviously have already tavorably influenced the production results. 
In spite of the shortage of resoucres, economic growth did not slack off fur- 
ther. 


The semiannual report from the State Centrai Statistics Administration on the 
implementation of the national economic plea? reveals the following picture 
(changes compared to the same period of time during the preceding year give 
in percent): 





Actual 
Annual Plan lst half 

National income produced 4.2 4 
Industrial commodity 

production (national 

economy ) 3.8 3.8 
Retail trade volume 3.0 0 
Foreign trade volume 13 ° 
Expo rts ° 15 


According to this, the entire output rose roughly within the framework outlined 
for 1983. The retail trade volume on the other hand was not in keeping with 
the plan. One cannot rule out the possibility that the preliminary output 
increments were rounded up. 


It is interesting to note the reporting on material savings: 


Material consumption per unit of national income produced was cut by 3 percent 
during the first half; 


For industry, the report even shows a decline in the specific consumption of 
energy sources, raw materials, and working materials, which are important to 
the national economy, by 8 percent; 


The construction industry achieved an output increase of 3 percent with almost 
the same material consumption volume; 


Primary energy consumption declined by 6 percent. 


The considerable increase in the net output of the individual sectors was 
stressed parallel to that: 


In industry (inductry ministries) by 6.2 percent, 
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tin sector of the Ministry of the Construction Industry by 7.8 percent. 


Now, considering the complicated regulations for the determination of the net 
sutput, a8 in the determination of the specific material consumption, there 
ire of course certain blurred areas which have an effect especially in case of 
short-term reporting (the plan fulfillment report is published each cime in 
the middle of July). In other words, the actual success figures possibly might 
not be gulte so impressive as indicated in the preliminary report. Basicaily 
however the economic leadership obviously found ways of reducing the excessive 
material and energy consumption to a certain degree. While during the 1970's 
the entire material consumption of the CDK economy increased regularly in a 
pattern parallel to overall economic growth, the new methods did alter this 
trend, 





industrial Commodity Output! 
Increase Compared to Interval during Preceding Year in Percent 




















—_—m—— —  -— + 
Jem Jerwer Apri 
=} 3 
1981 | 1982) 1981 | 1982 | 198) 

4 Lrerge- ud Bren 

stot l rtuetrse #0 Fit be &,! 5,1 
5 Chremiche induetrse 8 5,91 6.9 I +,0 
t) Metaliurge 7,9 3,91 6,9 4,1 3,6 
7 Raumateriaierncatrie 1,2 -8,0] 4,8 1,4 ¢ 
a Basser ew techett 68 3,7) 1.8) 0,9 2,2 
9 Maw hunen- und 

' atw seughen 66 6,41 7,5 5, 4,0 
10 f heute oter twwk Elektro 

rok, Cor atebes 10,4 7,4112,0 6,5 7,0 
1] | Lercrtndustrse 6.) 2,91 3,0 1t,! i,? 
12 Testilinduetre 60 Bel 38 1,7 2,) 
13 Leomenem ttelinduwetrre 7,3) 0,4) 68 «14 0,2 
14 | Gesemte Industrie 5,5 3,61 6,0 3,9 3,2 

















Key: (1) Computed from monthly index data; the real actual figures are given 
here, that is to say, with the recoaversion of official data of origin, corrected 
as per working day; 2--Year ; 3--January-April; 4--Energy and fuel industry; 
5--Chemical industry; 6--Metallurgy; 7--Construction materials industry; 

S--Water industry; 9--Machine-building and vehicle construction; 10--Electro- 
technology, electronics, instrument construction; ll--Light industry; 12--Textile 
industry; 13--Essential foods industry; 14--Industry, total. Source: Statistical 
indicators in short-term economic changes in ECE countries. Economic Commission 
for Europe, Geneva, 


industry 
According to the plan fulfillment report, industry achieved an output increase 


of 3.8 percent during the first half (industry ministries alone: 4.5 percent). 
On the whole, industry thus--in spite of the shortage of resources--did not 
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have to accept any turther growth losses; instead, it approximately managed 

tu fetain the growth rate of the year before. The growth rates reported exactly 
cotrespond to the planning tor the entire year 1983. In contrast to that, the 
plan tultillment report notes a definite overfulfillment of government require- 
ments. This is certainly again based on the customary plan revisions during 

the plan year. 





For the individual industry branches, the report does not show the increase 

but rather the volume of the particular plan fulfillment--a useless figure so 
long as the plan estimate constituting the basis of this calculation is nog 
reported, Monthly reporting with data on the individual industry branches 0 

is so tar available only tor the first 4 months. During that time, the increase 
totaled 3.2 percent and that was somewhat less than reported in the fulfillment 
report tor the entire first half of the year (3.8 percent). 


As the development of the production effort in the individual industry branches 
shows, the growth prerequisites vary greatly under current conditions. Basical- 
ly, all sectors are supposed to attain their plan requirements without having 

to use any additional material and investments. Particularly important sectors 
however are still getting strong help. This applies to the energy and fuel 
industry, especially brown coal mining, because of its great importance in the 
procurement of domestic energy raw materials. This sector was not hit by 

import restrictions und is furthermore adequately supplied with new invest- 
ments; it can thus show a continuing output increase which is roughly in keeping 
with the plan estimate. Among the industry branches which get priority assis- 
tance we must also include the electrotechnology-electronics-instrument con- 
struction sector of which improved growth opportunities are expected in the 
entire capital goods sector. This sector has for many years been the leader 

in industrial development and during the first 4 months of 1983 also registered 
an output increase of 7 percent. The plan for the enterprises in the area of 
the Ministry of Electrotechnology and Electronics of course had figured on an 
increase of 8.5 percent for the entire year 1983. While forcefully promoted 
microelectronics were able to show high growth rates, the “conventional” 
electrical industry (cables, electrical machine-building, lamps, office machines, 
household appliances) is impaired in terms of its growth by the material 
shortage. Good--and even above-plan--results were achieved by metallurgy and 

by the chemical industry where, at the beginning of the 1980's considerable 

new capacities sprang up for a h.gher level of product refinement. 


Sectors without this kind of special help on the other hand definitely fell 
back in terms of their growth, This applies primarily to the light industry, 
the textily dustry, and the essential foods industry. Interestingly enough, 
this also applies to machine-building and vehicle construction which, during 
the time interval considered, was able to achieve an increase of only 3 per- 
cent and thus continued to fall further short of the plan target (6 percent). 
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tatele preceding page] 
peys Ch) Computed Irom monthiy index statistics, actual tigures, that is to say, 
with reconversion of otticial statistics corrected as per working day; (2) Base: 
~Mmmocity output; (5) Gross output per blue-collar worker and white-collar 
employee, (4) Computed trom index data; (5) Based on GV [heavy livestock units), 
determined on the basis of the GV key of the CDR; (6) Computed from the live- 
Stock statistics given as of W April or 31 May for beef cattle, hogs, sheep, 
ana laying hens; (/) Preliminary; (6) Sum of government yield of slaughter 
cattie, milk, eggs, and woo! (only for annual figures) evaluated in CE (serial 
units) according to the GE key of the GDR; (9) Estimated; (10) Quantitative 
planning; (il) Current prices; (12) Including inmer-German trade; (13) Excluding 
general repairs and toreign partnerships, constart prices of 1960; (14) In his 
speech explaining the 1963 government budget plan, the finance minister men- 
tioned an investment volume of M53.1 billion (at current prices); figured at 
L\9YoU prices, the planned investments of this year would thus seem to be around 
MoU billion; the figure of M4] billion mentioned in the 1983 national economic 
pian on the other hand presumably does not contain those investments which can 
be carried out on the basis of applicable legal regulations in addition to 

the government requirements of the national economic plan; 15--lst half; 
lo--Year; l/--Actual figures; 18--National income produced; 19--Industry; 
£0--Commodity production; Zi--Including industry ministries; 22--Net output; 
ii--Net output contribution to national income; 24--Labor productivity; 
25--Construction industry; 26--Construction output of national economy; 2/]-- 
Apartments completed; 26--Including new construction; 29--In terms of 1,000 
apartments; W--Modernization; jl--Agriculture; 32--Livestock (5); 33--Animal 
market production (4); 34--Transportation, freight transportation volume; 
jo--Including railroad; J6--Inland shipping; 37--Other carriers; 36--Retail 
trade, volume, total (11); 39--Including: Essential and nonessential foods; 
40--Industrial commodities; 41--Foreign trade, volume, total (11, 12); 
4l--Including: Imports; 43--Exports; 44--Net money earnings of population; 
45--Investments, total (13). 

Sources: STATISTISCHES JAHRBUCH DER DDR 1982; STATISTISCHES TASCHENBUCH DER DDR 
1983; Statistical indicators of short term economic changes in ECE countries, 
Geneva; plan fulfillment reports (latest: NEUES DEUTSCHLAND, 15-16 January 
1963); reports on the implementation of the national economic plans during 

the first half (latest: NEUES DEUTSCHLAND, 16-17 July 1983); calculations and 
estimates by DIW [German Economic Research Institute). 


Agriculture 


Agriculture yields during the first half of 1983 obviously did not develop in 

a satisfactory manner; the government yield of animal products was not shown 
for the first time. This is also in line with the fact that dgta on the 

retaij trade volume {cr essential and nonessential foods are missing. The 
development of agricultural production presumably also influenced the fact that 
retail trade as a whole stagnated. On the other hand, livestock market pro- 
duction seems to have gone up slightly during the first half of 1983 (by 1 
percent). Of course, the livestock population was increased compared to the 
same period of time the year before (31 May). Stocks increased above all in 
the case of hogs (by almost 1 million); the stocks thus almost reached the 1961 
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level again. the cause of this was to be found in the improved breeding 
results and in lower animal losses. 


The generally less positive development of the yield in livestock production 
is undoubtedly due to the rather tight fodder situation which, in turn, is the 
result of the unsatisfactory harvest the year before. To be sure, a record 
resuit was achieved for cereal crops in 1982; but in other crops (root crops, 
todder crops) there were in part considerable decreases so that the gross 

soll output, that is to say, the entire vegetable output, turned out to be less 
in 1962 than in the year before, 





The price reforn’* is being pictured as an important result of the agricultural 
policy discussion of recent times; tc is to take effect at the beginning of 
198%, The basic concern here is to give agriculture producer prices that will 
be in keeping with the costs: Additional yields per product unit are to replace 
the subsidies in the preliminary service sector for higher industry prices in 
connection with fuels, farm equipment, as well as construction materials and 
onstruction wors. Realistic cost ratios are supposed to constitute an in- 
centive above all for economical handling of preliminary services. 


because the farm price reform would not seem to have any effects on retail 
trade crisis, this measure signifies, as far as the government budget ir con- 
cerned, only a shift of the subsidies from the producer price level to the 
consumer price level. To the extent that details have se iar become known on 
the farm price reform, it seems that the producer prices are being raised 
quite drastically; the yields will rise much more than the costs for each 
balance sheet. Obviously, industrial price rises ex, ected for the next several 
years were included in this as a precaution!?, Besides, there is talk to the 
effect that the accumulation power of the agricultural enterprises is to be 
boosted through higher profits. 


A new tax regulation for agriculture is closely connected with the farm price 
reform. .\ccordingly, the cooperative enterprises of vegetable production must 
turn over to the government a fixed amount per hectare of agricultural utiliza- 
tion area, It is staggered according to the quality of the sojl. Enterprises 
with more unfavorable natural site conditions are exempted from this; to some 
extent they get a government allowance in relation to the particular location, 
A profit-dependent tax is already being collected anyway from the livestock 
production cooperatives, The new tax regulation will probably lead to addi- 
tional government budget revenues and this means that a part of the additional 
earnings from the higher producer prices will again be drained away from 
agriculture. For the year 1984, the plan proposals are to be worked out on the 
basis of the old and the new prices so that it will be possible in detail to 
recognize the effects of the farm price refora. 


Domestic Utilization 


Contrary to the ideas of the planners, it has so far throughout the year 1983 
not been possible to improve the supply for the population. Private consumption 
went down in real terms already in 1982 and the same applies to the first half 
of 1983. 
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For the tirst half ot 1983, the plan fulfillment report mentions a retail 
trade volume of M49.5; the result attained during the first half of 1982 
almost exactly corresponds to that amount. Because changes in the assortment 
toward more expensive commodities and price rises in the meantime are also 
included in the calculations, the supply situation is bound to have deteriorated 
in real terms. A breakdown according to essential and nonessential foods as 
well as according to miscellaneous industrial commodities is no longer being 
presented in the monthly reporting of the ECE; the sales volume in both 
commodity categories probably did not go up in nominal terms. In contrast to 
the preceding year, there were however no abrupt supply bottlenecks here; 
instead, if anything, there was a general stagnation in the supply. 


In contrast to these results, the plan fulfillment report states elsewhere 

that the planned sale of finished products for the population was exceeded in 
all industry sectors. The delivery of supplies above and beyond the plan has 
been given at a figure of M800 million--in other words, barely 2 percent of the 
total retail trade volume during the first half. The plan revisions at the 
Start of the plan year accordingly primarily involved production for the needs 
of the population. 


The population's net money income went up only 2 percent. With presumabiy 
Stagnating social and miscellaneous earnings, wages and salaries however would 
seem to reveal a greater increase. 


In the second major utilization sector, that is, investments, there was 
obviously a slight increase in real terms during the first half, contrary to 

the planned declinel3, At current prices, the investments for the entire 
national economy were given at M24 billion. Because, early in 1983, prices 

for certain machines--as already in 1981 and 1982 for construction performance 
and equipment--were raised, it would seem that the investment volume at 1980 
prices might be estimated at less than M23 billion. This corresponds to an 
increase of 2 percent compared to the first half of 1982. Investments were 
concentrated on a few projects and continuing production was brought about l 
through increased efforts aimed at the faster commissioning of new capacities . 


A good half of the investments went to industry. Major points in investment 
activity included the expansion of the energy and raw material base, energy 
carrier conversion--15 percent of all of the investment funds alone have so far 
been made available for this purpose--as well as sectors with a high produc- 
tivity effect (for example, microelectronics and robot engineering). The plan 
fulfillment report points out that rationalization investments were stepped up 
in industry. Here, in-house enterprise construction of equipment holds a 
special position; compared to the preceding year, it rose by 1/7 percent and 
reached a share of 23 percent out of industry's equipment investments. It is 
hoped that new technologies can be applied in production faster due to in-house 
constructionl>, It is however questionable to what extent the efficiency of 
in-house construction falls short of the equipment produced by the capital goods 
industry as such. 
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Foreign Trade 


Foreign trade (share of exports out of national income produced: about 30 
percont) takes up only a tiny part of the text in the plan fulfillment report. 
it mostly concentrates on economic cooperation within the CEMA, Data in the 
published 1963 national economic plan were similarly sparing. The document 
only showed a planned increase for the foreign trade volume (exports plus 
imports) amounting to 13 percent, nominally; exports presumably were supposed 
to go up more than imports. 


For tne first half, the plan fulfillment report mentions an increase of 15 
percent in exports, as well as a rise of 9 percent for the foreign trade volume 
with the socialist countries and with the Soviet Union. The report by the 
Politburo to the Sixth Conference of the SED Central Committee!® moreover re- 
ported that the export surplus in trade with the nonsocialist economic area 
during the first 5 months of 1983 was less than proposed in the plan. 


The partner country data currently are very sketchy; besides, they once again 
contlict with the GDR report. For exports as a whole, the increase according- 
ly is less than reported by the GDR. For trade with the Soviet Union, we get 

a rise of 13 percent for the first quarter; here GDR imports were increased 
considerable more (20 percent) than exports (7 percent) in trade with the West 
there was again a definite split between inner-German trade, on the one hand, 
and miscellaneous Western trade, on the other hand. In miscellaneous Western 
trade, GDR imports continued to decline while exports were increased consi- 
derably. 


In inmmer-German trade on the other hand, deliveries by the FRG went up 32 per- 
cent a ring the first half of 1983--according to statistics by the Federal 
Statistics Bureau--whereas imports went up only 1 percent. The GDR procured 
necessary Western imports through inner-German trade even more so than in 1982, 
Deliveries from the FRG (January to May) were concentrated on agricultural 
products (up 96 percent), especially fodder (oil cake and scraps, winter barley) 
as well as products from the raw materials and capital goods industries (up 

44 percent) and here particularly with respect to steel products and nonferrous 
metals. Basically, the GDR once again primarily purchased products which it 
needs for its current production effort; deliveries of capital goods industry 
products declined, with the exception of freight cars. 


The stagnation in the purchases of the FRG is due to the decline in the develop- 
ment of mineral oil products. Along with a slight price drop (down 4 percent), 
quantitative purchases by the FRG during the first 5 months were about 1- 

fifth less than during the same time the year before. 


The sum of miscellaneous purchases by the FRG during the first 5 months went 
up 7 percent. As a result for the first half, the GDR showed a drop of around 
600 million VE [accounting units] in trade with the FRG; the cumulative liability 
balance deriving from this trade went up; at the end of the first quarter of 
1983 it was DM4.3 billion (end 1982: DM 3.7 billion). 
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The balance for the entire foreign trade effort, especially for trade with 

the West, cannot be derived from the scarce data. The GDR‘'s indebtedness with 
the Western countries (excluding the FRG)--according to the report from the 
Bank tor International Payment Adjustment--declined somewhat during the first 
quarter and, in net terms, came to $6.3 billion as compared to $6.7 billion 

at the end of 1982, 





At the end of the first half, the surprisingly materializing unrestricted 
financial loan from 24 West German banking institutions to the GDR, in the 
amount of DM 1 billion--financed through the DMaccounts of the Euromarket--aroused 
great attention! , The interest rate on both portions stipulated contractually 
in the meantime (on 1 July and 7 July 1983), amounting to DM500 million, each, 
is 1 percentage point above Libor (=London Interbank offered rate = currently 
5-3/8 percent or 5-5/8 percent for both slices). 


The loan runs for 5 years and DM100 million are due every half-year for re- 
payment. The banks obtained security through a guarantee declaration from the 
West German government. According to the agreement, there are no risks con- 
nected with this as tar as the West German government is concerned because 

the GDR has ceded to it its demands arising from the contractually guaranteed 
payments out of the West German federal budget (for example, transit lump, 

sum payments). Interestingly enough, the GDR so far has been silent on the 
entire process). 


In view of the fact that there seems to be no specific purpose for these loans, 
one can only guess what the GDR will use them for. Probably this will not 
produce any additional impetus--such as, perhaps, cash payment purchases 
through Special Account S--as far as inner-German trade is concerned. The 
actual financing problems in its ‘Jestern trade as far as the GDR is concerned 
reside in relations with the other Western countries where it has been in 
liquidity trouble already since the beginning of 1982 and had to reduce its 
imports. The finance loan will help in better coping with the current liquidity 
bottlenecks and will possibly also do away with the doubt as to the credit 
rating of the GDR. It is assumed in general that, in case of continuing 
declining net borrowing, the GDR soon will come to a point at which the debt 
situation may be relaxed. In the meantime it did prove its economic capacity 
--last but not least with the help of improvements in the economic mechanism. 
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Data on GDR Borrowing in Convertible Currencies 
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Key: (1) Each time at the end of the period covered by the report; (2) Cumulative 
liability balance of the GDR arising from IDH [inner-German trade], converted 
into U.S. dollars; (3) Preliminary; (4) Estimated on the basis of net borrowing 
according to BIZ [Bank for International Payment Adjustment], including inner- 
German capital transactions (excluding swing); for the interest level, the 
average rates calculated by the ECE were used (average interest rate on inter- 
bank deposits reflecting a basket of Euro-currencies, 1977 5.6 percent, 1978 
6.2 percent, 1979 8.5 percent, 1980 11.1 percent 1981 13.9 percent; 
Jahresbericht 1981, p 297); (5) To the Western industrial countries ("capitalist 
industrial countries") according to GDR statistics; converted into U.S. dollars; 
(6) According to BIZ, plus inner-German capital transactions; 7--31 March 1983; 
8--In billions of U.S. dollars; 9--GDR borrowing status (1); 10--Demands from 
reporting banking institutions (according BIZ); 1l--Obligations of reporting 
banking institutions (according to BIZ); 12--Balance; 13--Inner-German capital 
transactions (2); 14--Total net borrowing; 15--For comparison: According to 
ECE); 16--Interest payments (4); 17--GDR exports (5); 18--Net borrowing (6); 
19--Per-capita, U.S. dollars; 20--Percent of exports (5); 21--Interest payments 
in percent of exports, (5); 22--Relations [ratios]. 

Sources: BIZ (Bank of International Payment Adjustment): Quarterly reporting; 
statistics on demands and obligations of the reporting bank, excluding inner- 
German capital transactions, exc)uding banking institutions not reporting to 

the BIZ, excluding loans from non-banks and supplier loans. 

Inner-German capital transactions: TSI (Industry and Trade Trusteeship Office). 
ECE (Economic Commission for Europe): Estimated debt of Eastern Europe and 

the Soviet Union to the developed market economies: in Economic Survey of 

Europe in 1981 p 311. The table contains the following note: Gross debt in- 
cludes short-, medium-, and long-term liabilities. Assets include only 

eastern deposits in Western banks. Net debt equals gross debt less assets. 
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FOOTNOTES 


As customary it was not published. It was mentioned for the first time by 
Guenter Mittag, the Politburo member responsible for economic questions. 
See NEUES DEUTSCHLAND, 11 March 1983, p 3. 


See “GDR Economic System: Control Mechanisms Tightened Up Once Again," 
prepared by Doris Cornelsen and Angela Scherzinger, WOCHENBERICHT DES DIW, 
No Zl, 1982. 


The following might be mentioned: Decree on Work with Material Consumption 
and stockpile management norms and standards of 1 July 1982 (GBL der DDR, 
Part I, 1982, pp 511 ff)--Decree on Planning, Formation, and Utilization 

of Bonus Funds for State Enterprises of 9 September 1982 (Part I, 1982, 

pp 595 f£f)--Order No 2 on planning, balancing and accounting of system 
exports including Supplier Shipments and Services for Systems Exports dated 
9 February 1983 (Part IL, 1983, pp 5O0ff.)--Order for the Periodic Determina- 
tion of Unneeded Consumer-Side Inventories by the Balancing Agencies as 
well as on the responsibility and material incentives for manufacturers 
regarding the effective utilization of surplus stockpiles of their pro- 
duction assortment--Stockpile Utilization Order--of 14 April 1983 (Part I, 
1953, pp 146ff.)--Order on the Planning, Formation, and Utilization of the 
Performance Fund of State Enterprises of 14 April 1983 (Part I, 1983, 

pp 121ff.)--Order on the Financing Guidelines for the National Economy of 
14 April 1983 (Part I, 1983, pp 110ff.)--Order on the Application of Trans- 
portation Standards for the Improvement of Planning, Accounting, and 
Control of the Transportation Effort in the Transport-Intensive Branches 

of the National Economy--Transport Standard Order (TNO)--of 1 June 1983 
(Part I, 1983, pp 166ff.)--Implementing Regulation for the Decree on 
Material, Equipment, and Consumer Goods Financing--balancing decree-- 

of 2 June 1983 (Part IL, 1983, pp 161f£f£.)--Decree on the Annual Activity 
Report in the National Economy of 23 June 1983 (Part I, 1983, pp 193ff.). 


GBL der DDD, Part I, 1983, p 106f. 

See special issue of GBL der DDR, No 1122, 1983. 

Net output = commodity output minus material consumption (basic material, 
energy, miscellaneous material) minus consumption of production services 
(production cooperation services, repairs, transport and storage costs, 
miscellaneous productive services) minus depreciation minus rental and 
lease, This very abbreviated compilation already points to the difficulties 
encountered in determining the figures. 

Guenter Mittag, loc. cit., p 3. 

"Are We to Go after Profits?" BERLINER ZEITUNG, 26-27 June 1983, p 9. 
NEVES DEUTSCHLAND, 16-17 July 1983, p 3. 


Statistical Indicators for Short-Term Economic Changes in ECE Countires, 
Geneva. 
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See also Wilhelm Cisarz (First Deputy Minister of Agriculture, Forestry, 
ind Food Industry): “Farm Price Reform Promotes Output Increase,” 


NEUES DEUTSCHLAND, 17 May 1983, p 3, and GBL DER DDR, Part I, 1983, 


14, 


io. 


l7. 


PP 2Z01£f. 


In addition to the new purchasing prices for the socialist enterprises, 
there is also a change in those for individual producers (individual 

farms of the LPG [Agricultural Producer Cooperative] farmers, small farm 
plot owners, settlers, and small animal breeders as well as miscellaneous 
individual producers); for a series of products, the producer prices here 
of course are below those applicable to agricultural enterprises. This is 
explained in terms of the costs. This group of persons supposedly could 
continue to supply subsidized preliminary services because of the unchanged 
consumer prices in contrast to the agricultural enterprises. 


[he data for investments in the national economic plan, in the speech by 

the tinance minister, explaining the government budget, and in the plan 
fultillment report cannot be compared because of the differing delimitation. 
From all of the available data however one can tell that a decline by about 
> percent to M5O billion (1980 price base) had been planned for 1983. 


A list of newly commissioned capacities was reprinted in the fulfillment 
report; these are mostly plants for raw material production (for example, 
oxygen and nitrogen production, production of magnesium-chloridesols) or 
raw material refining, capacities for supplier products and for micro- 
electronic products (for example, solid-body circuits, silicon disks, 
‘ondensers) as well as for industrial robots and cutting machine-tools. 
In addition, new plants were also erected for consumer goods production. 


. Klaus Morgenstern: “In-House Construction of Rationalization Equipment 


Absolutely Necessary for Introduction of New Technologies,” PRESSE- 
INFORMATIONEN DER DDR, 7 June 1983, p 2. 


NEUES DEUTSCHLAND, 16 June 1983, pp 4ff. 


See SLEDDEUTSCHE ZEITUNG, 27 July 1983 p 20. 
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HUNGARY 


FINANCE OFFICIAL CALLS FOR NEW APPROACH TO INVESTMENT, TECHNICAL DEVELOPMENT 
Budapest NACYAR NEMZET in Hungarian 16 Aug 83 p 7 


[Article by Peter Medgyessy, deputy minister of finance: "Key Question: The 
Organizational, Institutional Refo 


[Tex] Amid our efforts aimed at improving our economic operation, during 
the one-and-a-half or two decades long course of the economic reform when we 
were seeking solutions for difficulties, we finally always arriveda funda- 
mental questions such as “What is the reason for the rigidity of our produc- 
tion structure;" or of the lack of enterprise conformance; or why aren't the 
efficiency indices of investments improving; why are inventories so high in 
the national economy while the enterprises are struggling with purchasing 
problems and are complaining about material shortage. 


Separate answers can hardly be given to such and similar questions. All 
this must be weighed as a whole and in its interrelationships. And we must 
seek the root of the problem in the development of conditions for indepen- 
dent, responsible and enterprising economic operation which seeks renewal, 
and within this in the development of the appropriate organizational- 
institutional system. 


Further development of the economy's organizational-institutional system is 

a key question today. This is so among other things because of the classical 
contradiction between content and form. In 1968 the economic reform termin- 
ated the central plan assignment system, equipped the plan with new functions, 
and presented the economic management with new tasks. At the same time, little 
has been done to date in the area of organizational modernization to give an 
efficient form of action to the new functions and regulations, which has 
hindered development of the operating conditions of a market regulated on the 
basis of the plan and socialist ownership conditions. 


Investment: An Enterprise 


When we state this in possession of our present information and experience and 
when we are urging on the changes, we also owe that much to the truth that we 
should emphasize: when the reform began, a temporary postponement of big 
changes in the organizational system was a necessary decision in the system 
of conditions of that time. First, with the deep changes already taking place, 
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because of the limited tolerance of society and of the economy it would 

have been risky to undertake organizational modernization which had not even 
been fully worked out. Second, it seemed at the time that even without 

this the new principles and regulations would bring an increased liveliness 
into the development of enterprising behavior and would gradually create 
their own formats of action. But the internal cohesion of organizations in- 
herited from the era of direct control, and the interest structure that had 
solidified in them, proved stronger in some cases than the authorizations 
also defined in principles and statutes. Progress being made in the direction 
ot improving the market conditions slowed down from time to time, and even 
stalled at times. 


loday, when increasing the production capability of our economy is undelayably 
important, it is clear that this can be achieved only through strengthening 
the market conditions and control, greater enterprise independence, realistic 
acceptance of risks and bearing its consequences, and making its results felt. 
And all these things also require improvement of the systems of enterprises, 
institutions, control, as well as the organization of financial institutions. 


The institutional background of action formats of the investment process is 
derived from the control and organizational system of enterprises. Even today 
this reflects well the “supply responsibility” approach implemented by direct 
sales or local control: regional isolation, the unspoken requirement of enter- 
ing into contracts, and in general the task-handling approach--at times even in 
spite of the profitability viewpoints. 


The present structure and decision-making system of the investing--or in the 
broader sense, of the implementation--process and the organizational struc- 
ture of those participating in the various elements of the process generally 
follow the principle of handling tasks by separate regional, administrative, 

or speciality areas. This monopolized system in which each task or area is 
serviced by one organization, was suitable to force implementation of the 
already decided development (investment) at any cost, even by cost overruns 

or sliding Gig] the deadlines if need be. The issuer of the task--the 
“ordering party"--in most cases was identical with the supervisory organ of the 
implementing enterprise, and this--almost naturally--required centralization 
and the monopolistic character. This is characterized well by the fact that 

the enterprises ministries supervise are--by any type of categorization-- 
mostly major enterprises. (For example, in enterprises under the EVM's 
(Jinistry of Construction and Urban Developmen{] supervision, 96 percent of 

the employees are working in organizations with employment over 1,000 persons.) 


In its present form--if we consider profitability, income producing ability, 
or optimum fulfillment of the needs--the organizational system does not 
promote competition between technologies of various efficiencies, nor correct 
selection. 


The first signs of the new approach are developing. Some organizational, 
legal, and institutional steps have been taken in the last 2-3 years to dis- 
solve the rigidity, the tensions. Even if it is only in its experimental and 
initial stage, the competition negotiation system introduced in 1982 and made 
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mandatory in certain areas in 1983 must be mentioned especially among these. 
Untortunately, its implementation is still in its infancy. The fact that the 
buyers are not yet prepared for this task is just as much a reason for this as 
is the undissolved slowing effect of the “forced path” regulation. We also do 
not yet have the “rules for competition,” sanctions against indecent business 
policies, or a legal criteria system. It is well known that the new regula- 
tions by themselves do not create competition; the appropriate supply and 
demand conditions, an organizational system promoting the competitive situa- 
tion, and appropriately severe financial regulations are needed for this. 

Even if it is no miracle cure, the mandatory competition is an important 
ingredient. 


Besides all this it is clear today that meaningful changes in increasing the 
efficiency of investments can be brought about only by treating investments 

in their entirety as business ventures. What is required for this is that 
from the time the need is identified until “the key is handed over,” a unified 
system of conditions, or business venture impulses should replace the still 
existing legal and financial organizational formats in order to integrate 
every move in the process. 


The Change Has Begun 


The other large group of organizational matters in the development activity 
is related to the process of innovation. What kind of problems are we 
having here? 


In the countries which lead the technical progress, the organizational growth 
of technological development has a decade-long past. Technological service 
has become an independent speciality area, the task of which is to concentrate 
the intellectual regources which serve the acceleration of the innovation 
process, optimization of the technical development, and the effective tech- 
nological-economic activities. 


In this country a thorough change was brought about by the change in the world 
economy's system of values and by being forced to embark on the path of 
intensive growth: at the end of the decade of the 1970's reviewing the 
motivations of the engineering activity and developing the necessary measures 
became unavoidable. As a consequence of this, the change began to take place 
also in the Hungarian economy. The organizational guide principles for set- 
ting up and operating technological development enterprises were defined, and 
those legal statutes were published which organized the conditions. A series 
of research institutions were converted to development enterprises, and 
several subsidiaries and partnerships were created. At the present time there 
are 36 technological development enterprises. Of these, 18 are supervised by 
the Ministry of Industry, five by the Ministry of Ajjriculture and Food Indus- 
try, and seven by the OKISZ {Jational Federation of Artisan Cooperativeg/. 


A lower tax level on profits, a flexible amortization system, and the profit 
sharing construction also provide assistance for the successful operation of 
the technological development enterprises. Due to the shortness of time far- 
reaching conclusions can not yet be made about the effect of the new conditions. 
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ile prolit) sharloay construction introduced as of | January 1962 has not yet 
been generally accepted in the practice of negotiating contracts. The 
pricery reasons tor this are those of attitude. Even where the contracting 
parties did take advantage of this opportunity, its effects still cannot be 
evaluated as yet since the research topics and development tasks take 
longer than a year to run their course. 





Within the circle of the technological development enterprises the newly 
organized national organizations were created with small staffs and a simple 
internal management system. The majority of these are under the direction 
of--and have common interests with--the production enterprise expects the 
innovations (subsidiaries, joint enterprises, partnerships). These forma- 
tions indicate that the economic operating organizations are beginning to 
recognize the advantages of sharing the burdens for tasks which involve 
risks. The small enterprises and the GMKs (@conomic work partnershipg/] have 
also appeared. The research-development-production-sales partnerships 
represent a unique format. ° 


Live Work and Tax System 


In order for the technological development enterprises to be really able to 
accelerate the entire process of innovation, it is necessary for them to 
operate in a general environment which is oriented towards profit and has 

the flexible system of conditions for technological renewal. The first 

one requires modernization of the tax system. In order for the enterprises 

to choose technological development the present directions of evaluating 

live and dead work must be modified, the value of live work must be raised 

to its realistic reproductive costs. There is a need to increase the 
advantages derived from the system of accelerated amortization, which over 
the long range also requires elimination of the centralization of amortiza- 
tion. Simplifying and combining the amortization keys is also necessary. 
Improving the evaluation and record keeping of intellectual properties is an 
important area of improving the system of conditions. The activity of 
technological development enterprises may be appearing to a greater and greater 
extent in the new intellectual properties, while purchasing these at the 
present time does not increase the wealth of the producing enterprises. 
lreating the intellectual capital properties as the enterprise's property may 
provide the incentive for the enterprises to make greater use of the intellec- 
tual properties (license, invention, rights, etc.) 


fhe innovation process and organization does not develop from one day to the 
next. Besides the new organizations many people are still working on tech- 
nologice! development under the conditions traditional in our country--for 
example in educational institutions, or in economic operating organizations. 
improvit.~ cooperation and integration of the results among these is an impor- 
tant task. The new organizations can do much in this area also by populariz- 
ing the technological achievements. 


8584 
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HUNGARY 


MIDYEAR ECONOMIC RESULTS WEIGHED 
Budapest NEPSZABADSAG in Hungarian 20 Aug 83 p 3 
/article by Istvan Foldes/ 


/Text/ At its April session, the Party Certral Committee evaluated the work 
done since the llth Congress and also surveyed the changes in the economic 
situation of the country. It concluded that “during the past years, the 
national economy developed in accordance with the economic-political guidelines 
detined by the l2th Congress. The principal econo-political goals were 
basically accomplished." 


Based on the recently published data of the Central Bureau of Statistics, the 
same thing cen be said about the first half of this year. During the first 

6 months of 1983, the preeminent goal of the plan, ar. improvement in the 
foreign debt situation of the country, was accomplished. In contrast to the 
passivity during the first half of last year, the non-ruble exchange foreign 
trade closed with a considerable export surplus. (In addition to increased 
exports, a decrease in imports also played a role.) 


However, the external circumstances for achieving the plan did not improve 
this year either. On the contrary....A whole list of our important export 
goods suffered a drop in price or just a slight increase, with the price 
level of imported goods rising considerably higher. During the first 6 
months, the terms of trade weakened by more than 2 percent, the price level 
of imports exceeded that of exports by this amount. 


Althcugh there are signs of some improvement in the capitalist world economy, 
this did not bring any relicf for us so far and neither is such relief 
expected for the rest of the year. Competition remains sharp and there is 
no letup in the various open and disguised import restrictions in capitalist 
countries, which also affect ue. 


In our ruble-exchange trade, the price of imports was increased more than the 
price of exports, most of all due to the belated increases in the price of 
erergy carriers and other raw materials. In order to improve the balance, 
greater efforts and the exact fulfillment of our delivery obligations are 
necessary also in this relation. 
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Act? ey | steac of VDefictt 


ie i idely known that our ccuntry has an open econozy and its sensitivity 
toward the world economic processes was particularly strongly felt in 

recent year but our foreign trade situation and the changes in our export 
balan reflect not only the changes on foreign markets which are essentially 
independent trom us. They also reflect how our national economy adapts itself 
to the changed external circumstaaces, how we respond to world market 
challenges. Between 1973-78, our response was delayed with the result that 
individual and social consumption exceeded the national income, and the 
deficit was covered by an increased indebtedness to capitalist countries. 

As a result of our efforts since 1979, the non-ruble exchange trade balance 
was stabilized by last year, moreover, we had a surplus of about 400 million 
dollars. The same process also continued this year. 


lo reverse the trend, two-directional and mutually correlated decisions and 


regulations were needed. Domestic consumption had to be lowered to a 
reallatic .evel. First of all, we slowed down on investments, this year, 
their ievel in the socialist sector is lower by more than a quarter than it 
was » years ago. With respect to the population incomes, we projected their 


maintenance at the existing level but we were also forced to effect some 
declines in this year’s plan. In the midst of decreasing domestic earnings, 


roduction can increase only by means of and to the extent of an increase in 
exports. And, because the structure and quality of our production on the 

ne hand, and the unfavorable market conditions and sharp competition on the 
‘ther hand, provide us with only limited possibiliti.s in this direction, we 


could not avoid to slow down the rate of development of our industrial 


production. 
Responding to the Market 


Tt can be viewed as a tremendous achievegent that, in spite of the difficult 
market conditions, exports increased by about 30 percent during the past 5 
years (more so in non-ruble exports). This enabled us to counter the nearly 
20 percent drop in the terms of trade which took place during these years, 
nd to achieve an improvement in foreign economic balance. Thus, decreased 
domestic consumption on the one hand, and increased exports and decreased 
imports on the other hand, proved effective although they were unavoidably 
accompanted by a slowdown in the rate of industrial production development. 
On the long range, however, we obviously cannot acquiesce in the current 
dynamics of national income and industrial production. 


This year’s national economic plan projected a 1-2 percent expansion in 
industrial production. However, during the first 6 months, production was 
virtually stagnant: industrial production exceeded by only 0.1 percent the 
production during the first half of last year. (In July, industry produced 
less than a year earlier.) 


There was a strongly differentiated development among the various industries 
and even more among their branches, mainly in response to their divergent 
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export possibilities. Production in the sines decreased by 2 percent and, 
within them, 4.6 percent less crude oll was brought to the surface. For 
instance, the machine industry had an 0/8 percent production increase but, 
within it, the telecommunication and vacuum technological industty produced 
values nearly 9 percent higher and the tool industry produced values mre 
than 6 percent higher than before. The chemical industry increased its 
production by 1 percent and in such a manner that it decreased domestic 
deliveries, increased ruble-exchange deliveries by 17 percent and non-ruble 
foreign del!veries by about one-third. Chemical fertilizer production 
increased at a rate exceeding 7 percent, plant-protective cherical production 
increased by 36 percent, pharmaceutical production increased by over 3 percent. 
Light industry produced nearly 3 percent less than the year before. There 
was asiight production increase in the paper and printing industries while 
there was Stagnation or decrease in other branches. The food industry 
increased its production by nearly 1 percent and considerably increased its 
exports. The greatest expansion, at a rate somewhat over 2 percent, was in 
bullding-material industrial production where the demand for construction 
material by the population was the primary driving force. Examining the 
internal causes of nonfulfillment of the plan, it can only partly be justified 
by the efforts of the strict import management, a much greater role was 
played by the deficiencies in domestic cooperation, the dragged out signing 
of contracts, transportation delays, postponements in production and product 
development, and occasionally also by the lack of manpower. 


At the expenditure side of the balance for the first 6 months of the year, the 
volume of investments decided by the state differed from the plan. lhamely, 
this increased instead of decreasing (among the enterprises, there was a 
decrease in the volume of investments, although less than planned). The 
income of the population changed largely in accordance with the plan, both 

the wage and price levels are in tune with the content of the plan. The 
volume of small enterprisal trade decreased by 0.5 percent, less than 

planned. The supply of goods was adequate for the majority of consumer goods, 
in a more limited area the supply was increased, but in the case of a few 
industrial goods, the demand could not be fully satisfied. 


The Second Six Months 


The results of the first half of the year largely define the national economic 
achievements of the entire year. However, because of the realities of our 
country, the composition of our production and other factors, the second half 
of the year, in general, has a greater effect on the annual results. This 
year, the task is also much more formidable. 


For instance, to achieve the 1-2 percent growth rate in industrial production 
after the stagnation during the first half of the year, we would need a 2-4 
percent growth rate during the second 6 months. In non-ruble financing, the 
greater part of the about 600 million dollar desired surplus, more than 500 
million dollars, will also have to be produced during the second half of the 
year. To reaiize all of these, we need more active enterprisal and foreign 
trade efforts than unt{l now, during the remaining period. 
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in industry, the main task remains urchanged. We must increase the organization 
md etfectiveness of labor, and improve market activities. The latter is more 
urgent because the list of orders for the second half of the year, in many 
enterprises, still doesn’t support tae plan. The tasks of saving energy and 
material, and of utilizing waste material remain unchanged. During the first 
two quarters, there was a continued decrease in the energy consumption of the 
national economy which also iaproved our foreign trade achievements. Both 

in economic guidance and in enterprisal management, greater attention must 

be pald to prevent disruptions in production and material supply and to 

vercome difficulties caused by import restrictions. 


Lompared to industry, the second half of the year is even more aefinitive in 
agticulture. It is true that during the first 6 months agriculture sold 
nearly & percent more goods than a year earlier, but part of the goods came 
from last year’s production. With respect to this year's production, a 
strong-average crop was finally collected from cereal grains. But the early 
opes placed in the autumn crops were ccnsiderably deflated by the drought. 
According to the end of June count of animals, the animal stocks show 
favorable changes. Farms and private animal keepers are raising more than 

2 mililon heads of cattle and 10.2 million swine (the number of the former is 
essentially unchanged but the latter exceeds last year’s stocks by more than 
i mililem). The expected lower yields of croplands and grazing lands could 
not cause delays either in the supply to the population or in feeding the 
mimals. But it obviowsly decreases our export possibilities. A moderation 
of the extent of losses will largely depend on the agricultural enterprises. 
For instance, how well they will organize the work during the fall, the 
lecrease of the losses, how they will replace the missing general fodders 
with side products, and so on. The experiences already collected indicate 
that the efforts of the workers and the government regulations are hope-inducing. 


Responsibility for the Future 


The middle of this year is also the halfway time of the 6th Five-Year Plan. 
ulftilment of this year's plan will considerably affect the management of 
the next 2 years of the intermediate-range plan and the achievement of the 
goals of the 6th Five-Year Plan. So far, the two main econo-political goals 
of the plan, namely restitution of the balance and maintenance of the 
standard of living, were fulfilled although with lower national income than 
planned. 


During the first half of the plan, there was a turn in the foreign balance 
conditions of the national economy. The surplus of imports was replaced by 
a noticeable surplus of exports and, after many years, the national income 
produced finally exceeds domestic consumption. We have started to lower our 
debts earlier than planned--it is true that we were also forced to do so by 
the international money market situation. But the maintenance and 
solidification of foreign fiscal balance will also be the tasks in the 
ensuing years. It is not only the final balance of the first half of the 
196u's which depends on the fulfillment of this task, but also the possibility 
that we can begin the next 5 years starting from a relatively consolidated 
Situation. 
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The foreign economic balance turned out to be more favorable than planned in 
spite of the fact that industrial prod:ction failed to reach the projected 
levels, it grew by only 4.8 percent over the 2 year period. (The 5 year 
projection is 19-22 percent.) Last year, agriculture produced 6 percent 
more than in 1980. (The plan projected a 12-15 percent growth compared to 
the previous 5 years.) The plan took in consideration the possibility that 
"in the interest of a more rapid attainment of balance, during the first 
years of the plan period, the growth rate of national income can somewhat 
fall behind the average rate of growth of the plan period." Nevertheless, 
the 4.5 percent increase as a total for the first 2 years is still lower 
than the portion allocated for the first 2 years from the 14-17 percent 
growth planned for the 5 years. Under such circumstances, the proportions 
needed for balance could be maintained only by holding back on domestic 
consumption, above all on investments. 


With regard to the standard of living, the projected growth rate was even 
exceeded somewhat during the first 2 years. From the planned 6-7 percent 
increase in pei capita real income over the 5 years, 3.2 percent was 
realized in 1981-82, and from the planned 7-9 percent increase in public 
consumption over the 5 years, 3.8 percent was realized during the same 
period. The health and housing conditions have also improved. It is true 
that our plan for the current year projects a slight decrease not only in 
investments but also in real income and popular consumption, a maintenance 
of the average real income level will nevertheless be accomplished. 


With respect to the remaining second half of the plan, we cannot realistically 
count on a substantial improvement in foreign economic conditions. In the 
capitalist countries, there will hardly be such an extensive upturn which 
characterized the 1960's. According to the professionals, the slight upturn 
which has just started will be mild and largely temporary, and stagnation 
rather than continuous progress can be expected during the later period. In 
the CEMA nations, we can probably count on some increase in the growth rate 
but our raw material purchase and import possibilities in general will remain 
limited. It is expected that, in the ensuing years, these nations will not 
be filling the same role in increasing the dynamism of our national economy 
as they did earlier. Thus a rapid growth in exports is not very probable 
while imports can be lowered even less at the current rate. Rather, their 
increase will become necessary. 


Under such circumstances, the measure of our economic advancement will 


increasingly depend on the improvement of our work, our increased adaptability 
and flexibility. 
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HUNGARY 


SELECTED COMMENTS OF POLITICIANS, ECONOMISTS PRESENTED IN BOOK FORM 
Budapest MAGYAR NEMZET in Hungarian 18 Jun 83 p 9 


[Article by Gabor Toth: “Politicians Discuss the Economy: Our Present and 
Future on the Basis of a Book") 


[Text] We ought to reevaluate our habits. For example, we have become too 
used to thinking of development in terms of quantitative growth; now we must 
learn to appreciate the qualitative elements of growth. We have also become 
accustomed to having regular increases in our standard of living; now we 
must jet used to the idea that preserving our present standard of living is 
possiole only by way of greater effort on everyone's part. We have grown 
accustomed to having relatively constant prices; now we must learn to 

accept the fact that prices develop according to objective processes and 
have nothing to do with the subjective intent of our government or our 
party. We have become used to the avialability of state funds, and as a 
result to taking things easy; now we must break with this attitude and learn 
that we cannot treat the good, the mediocre and the poor equally. In our 
wage policy we have become accustomed to promoting egalitarianism; now we 
must create a new public attitude which accepts greater income differences 
on the basis of performance. We have also become accustomed to having every- 
thing dictated to us from above, including what should be done and how, an 
arrangement for which the executive type was the most ideal person; now we 
must become used to independent thinking, assuming responsibility and 
respecting “heayyweight” enterprising people who are willing to take 
initiatives, And finally we have become used to accepting certain depart- 
mentalized views such as the one that separates the economy from ideology; 
today, however, we already know that what we need is a comprehensive way of 
looking at things: building our tomorrow and socialism is a complex task and 
a joint work of our entire nation. 


The following thoughts are taken from a newly released volume, It has just 
been published and contains statements by seven politicians: they have been 
selected by Kossuth Publishers from speeches and articles by Ferenc Havasi, 
Gyorgy Lazar, Miklos Ovari, Jozsef Marjai, Lajos Faluvegi, Sandor Gaspar and 
Istvan Hetenyi. It is entitled: "Gazdasagpolitikankrol” [On Our Economic 
Policy]. And wherever I open it up there is not a single page about which 
Il could say: no, this does not apply to me. Every page in it is a discus- 
sion of our destiny, our present and future, and of course our recent past. 


38 








It offers at least as many iessons for us as some of our more distant stops 
on our historical path. In discussing the obsolescence of some of our 

habits I was quoting Miklos Ovari; if, however, we wanted to look at things 
from the point of view of an even more distant, yet still socialist reality, 
Sandor Gaspar's interview would be the best place to start from. Quoting Ady 
he says the following about “always being late": Our awareness of this fact 
and our eagerness to change it both help to explain why, following the 
liberation and the socialist change, we have wanted to move too fast, why 

we have considered our goals to be too close within our reach and too easy 

to attain and why we have acted, to put it frankly, so impetuously on certain 
matters. 


I have read somewhere that we have finished going to school. Today our 
policies enjoy the support of society; as Gyorgy Lazar put it: no task is 
too difficult for us to solve and no predicament is too serious for us to 
overcome if we have the courage to face reality--including our own weak- 
nesses--and if we openly share our problems with the people. Today the 
conditions under which we live and work are such--he pointed out in one of 
the sessions of parliament, as we can read it again now--, that we are 
constantly reminded not only by the lessons of the past but also by the 
consequences of the present and the future that we must preserve and further 
Strengthen the virtues of our policies and boldly break with everything that 
is obsolete and that hinders rather than promotes progress. 


Our wise basic principle--namely, that the best policy is an open policy-- 
is reflected in several places in this work. If there is a common impres- 
sion that can be gathered from the statements of our leading economic policy 
makers--judging from their style, their perceptions and their way of think- 
ing--it could be best summed up in one word: sincerity. When, for example, 
they discuss our living standard, one of the most sensitive points of our 
present economic policy, they never try to point out only the favorable and 
positive things and they always start with the problems. This is how Ferenc 
Havasi put it in one of his statements: "We do not want to prove the 
impossible to anyone; we do not want to try to convince those whose standard 
of living has declined that it has actually increased." Overall, of course, 
we have nothing to hide. The main political probmem facing us today is the 
preservation of our country's solvency; everything within our control must 
be subordinated to this objective. In other words, there is much more at 
stake than just a few percentage points of difference in the living standard; 
losing our solvency would bring about a considerably greater decline than 
that in our country's production and standard of living. We are not talking 
about anything of this sort! Just to mention one example, one "element" of 
our living standard: in Hungary, so far, we have been successful in main- 
taining a balanced supply of goods. Hence when we go abroad usually we 
notice two types of businesses: either empty stores with long lines of 
people waiting in front of them, or shops with shelves filled with goods but 
without any buyers--fortunately, our country does not fall into either of 
these categories, 


Nor have they ever tried to evade the sensitive questions: "We have made 
decisions for which we, and especially I, have been castigated--told Jozsef 
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Marjai some toreign journalists once, One time one of our delegations 
returned from some international conference which we only allowed three 
people to attend altogether. Even the smallest socialist delegation had 
eight times as many members as ours. And did I ever hear about it: why do 
we have to act in such an extreme manner? Well, if we have to save capital- 
ist currency that is what we must do!",.. Or let us take the sensitive case 
of small businesses. At the congress of SZOVOSZ [National Federation of 
Cooperatives] Gyorgy Lazar talked about a "secret": "I suspect, that what 
we have behind our concern for our national economic interests which we 


occasionally express in terms of ideology, is actually a fear of competition, 
a fear of rivalry that would threaten the comfort of somebody's monopoly 

position. Well, let me tell you a secret, and in this case I do not mind if 
this secret is "secretly" passed on. In addition to helping us satisfy real 


social needs, small businesses were also established to stimulate and encour- 
age healthy competition, and we do not start panicking even if it becomes 
apparent that not everyone is able to keep up with its pace. At least we 
will be able to see clearly who is and who is not suited ror managing a 
business. Not to mention the fact that most of these new business forms are 
not even private undertakings, but rather new and for use still unusual 
manifestations of socialist enterprise." 


work, tlexibility--reform, These are also key words in our economic policy. 
As Jozset Jarjai stated: "Today only two production factors are recognized 
by the world economy to be above average: exceptionally favorable produc- 
tion potentials, and brisk and talented creative work. Since we already 
possess the second factor it is our duty to make the most of it." And then 
he explains: qualities such as a sense of duty, lcve of work, diligence, 
discipline and integrity deserve our highest recognition. Not only in the 
productive branches, but in all areas where they affect the public spirit, 
such as in administration and in the organs of state power; “in these areas 
we must also reduce our staff levels and simplify the management of our 
affairs.” 


in the present difficult world situation much depends on our leadership. 
According to Ferenc Havasi it is important for us to understand what it is 
that we can expect from our leadership and what it is that must be attributed 
to our objective situation, His example has been quoted by many people since 
then: “When a sea is rough and it has the ships of 150 countries travelling 
on it, 140 of which are struggling with heavy debts, the question to be 

asked is not why the sea is rough but whether the leadership, the government 
has lined up its ship in a proper angle with the waves in order to prevent 

it from overturning and if possible to help it weather the storm." 


Everyone had something to say about the course and the road we have taken, 
Aside from the fact that at the time the new economic mechanism was intro- 
duced in 1968 it was given too much emphasis, our economic policy has re- 
mained unchanged. As Lajos Faluvegi points out: as far as the more general 
goals of socialist construction are concerned this was true then, and it is 
still true today. In the early 1970's, however,--precisely as a result of 
our new system of guidance and incentives, and later around the middle of 
the decade following the revolutionary changes in the world economy--we were 


40 





forced to realize that there were many things which had to be viewed differ- 
ently also from the point of our economic policy. 


How do we go on? These days various views can be heard regarding our 
economic policy and our mechanism of guidance. According to one view, given 
today’s pressing difficulties we should strive to exert a stronger influence 
on everyday life; another view holds that in order to achieve the best re- 
sults we should use precisely the opposite method, relaxing the restrictions 
on our market conditions. In connection with this many have called for a 
"reform of the reform." Lajos Faluvegt admits: we need to take continuous 
steps, and at certain times we need to promote more comprehensive-type 
developments. Or if you like: reforms, "These, however, can only be 
successful--he says--if their system of economic interrelationships is 
examined carefully and is worked out in proper detail, and especially if 
they establish a truly new course and new forms of movement for our economic 
development. But in order to accomplish this we need to have a kind of 
social concensus....it would be illusory to believe that every progressive 
change will satisfy everyone once put into practice.” We all know that in 
order to ensure the continued development of our society as a whole, we must 
accept having to deal with many more conflicts than before. In the past 

few years we have taken several important and progressive measures regarding 
our price system, industrial and employment management, enterprise organiza- 
tion, small-scale production and our international financial regulators. 

In the coming years we intend to modernize our system of wage regulators and 
to make qualitative improvements in our resource redistribution mechanisms 
and enterprise management. We have learned, however,--from our own experi- 
ences and from those of others--that proceeding along this road requires 
proper foresight. 


Our reforms are a part of our revolutionary transformation and in historical 
retrospect they will not be considered any less significant than those 
introduced in the 30's of the last century. I read this in Istvan Hetenyi's 
comments, who begins and concludes one of his articles with references to 
Szechenyi: "Beside pluralism, progress today depends perhaps even more 
importantly on goal-oriented action by scientific minds inspired by a common 
interest", This recalling of "Hitel” [Credit]--"the best way to start any 
reform is to start with the people"--is offered here almost as a conclusion; 
considering its spirit and the intent of this book, however, it could also 
serve as a motto at the beginning of the volume, 
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POLAND 


‘NOT’ PROPOSALS POR REVAMPING REFORM DEFENDED, REPUDIATED 
A. Kopec on Proposals 


Warsaw TRYBUNA LUDU in Polish 9-10 Jul 83 p 8 


[Interview with Aleksander Kopec, NOT [Chief Technical Organization] chairman 
by Jerzy Kulka, PAP reporter] 


[Text] The lively discussion continues over the reform 

of the national economy, its ultimate shape and its current 
efficiency and effectiveness, and finally over the 
modifications of particular solutions and reform instru- 
ments that have been implemented. 


Various drafts for changes, improvements and modifi- 
cations come in from the various social circles-—-from 
economists, scholars, from enterprise workforces and 
management and from social organizations. A proposal 
for changing economic mechanisms and systems of manage- 
ment made at a meeting of the Commission for Economic 
Reform Affairs by members of NOT has received a great deal 
of publicity. Today we are giving Dr of Engineering 
Aleksander Kopec, chairman of NOT and member of the 
Commission for Reform Affairs, an opportunity to present 
this proposal. 


[Question] What is the basis of the NOT proposals? 


[Answer] Our surveys show that only one-third of the management and engineering- 
technical cadres understand reform principles and mechanisms. Similar studies 
of scientific-research institutions yield an even more pessimistic picture. 


The engineering-technical community is aware that the ultimate shape of the 
reform and its success are determined by the people that make the regulations 
as well as by those that operate according to executory regulations that 
encompass the entire gamut of economic and financial issues. 
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We realize that the circumstances and procedure underlying the preparation of 
the reform were not conducive to its proper preparation. As a result, its 
regulations focus mainly on economic issues and fail to give proper attention 
to organization and technology. 


We wrote the following in a resolution of the 20th Congress of Polish Technicians, 
and we stand behind this: "The currently implemented economic reform, awaited 

for years, is supported fully by the technical community. However, it is urgent 
that it be modified and supplemented by regulations regarding the following: 
giving clear priority treatment to an increase in production and productivity, 

to eliminating waste and improving economic conditions and to creating incentives 
in proportion to labor input." 


The document “Drafts for Amending Basic Laws That Affect the Operation of 
Economic Reform Mechanisms,” prepared by the NOT Scientific-Technical Committee 
for Economics and Economic Reform Affairs is a logical result of this position. 
We presented this document during a meeting of the Commission for Economic 
Reform Affairs. 


Almost all of the amendments we proposed have the purpose of correlating the 
text of laws with the statements contained in such major documents as: "Basic 
Economic Reform Assumptions” from January 1981 and the "Program Assumptions for 
the Ninth Extraordinary PZPR Congress" from April 1981. A number of basic 
statements included in these documents were not reflected in legal documents 

or became distorted in practice, producing undesirable economic and social 
results. For example, the Ninth Party Congress never recommended inflation or 
inferior product quality. 


[Question] The NOT draft for amending the economic reform law is a very 
extensive document. 


[Answer| Yes, it is a booklet 13% pages long that outlines our draft plans for 
amending laws on: state enterprises, the workforce self-government of state 
enterprises, socioeconomic planning, prices, the financial management of enter- 
prises, taxation of units of the socialized economy and licenses to conduct 
foreign trade, along with justifications for the proposed changes. In the 
opinion of NOT, in the 18 months since the reform was initiated, the operation 
of economic reform mechanisms has not been effective enough in the various 
fields. That is why we proposed that in addition to the suggested efficiency 
moves for stepping up production and improving management efficiency, the 
creating and utilizing of the results of scientific-technical progress and the 
restoring of internal and external economic stability, the following questions 
in particular should be examined: streamlining the process of steering the 
national economy, improving labor and production quality, clear and effective 
methods of management and ensuring the active cooperation of Poland with 
socialist countries. I have the impression that we wish to implement a leader- 
less reform, without a system of management; our task, however, is to strengthen 
the role and significance of management cadres at all levels of management and 
to broaden significantly the social base of the economic reform. 


43 








[Question] Toward what end do the NOT working group proposals aim? 


[Answer] Ours are not “anti-reform" proposals; on the contrary, they arise 
out of concern for its effectiveness. They are in conformity with the 
principles of the PRL [Polish People's Republic] Constitution and, to the 
best of our knowledge, they will set up better conditions for bringing our 
country out of the econmic crisis. In particular, they will enable a mre 
effective struggle against inflation, they will facilitate the implementation 
of a program of economizing, they will engender an increase in the production 
of goods and services, they will more effectively stimulate an increase in 
labor productivity and they will lead to an end to costs increases and thus 
to price increases. Likewise, they will exert increased pressure on enter- 
prises to be concerned about product development and quality based on market 
studies and marketing, about their direct sale domestically and abroad and 
about servicing after purchase. Moreover, the updating of the reform laws, 
according to our draft plan, will produce at least minimal conditions for 
the development of technological and organizational progress, will link the 
central planning system with planning in enterprises, will create the 
possibility for founding organs to build the proper structures for organizing 
production and its suitable development and scale and finally will limit the 
possibility that conflicts will arise between the director, the self- 
government and trade unions with regard to problems of authority, interdepen- 
dence and the like. 


We believe that the legal regulations currently in effect do not create an 
economic incentive for enterprises to begin to act in the desired direction, 
but on the contrary, they operate in the opposite direction than in necessary 
to the state and society. Meanwhile, we believe that the economic reform 
cannot be a reform for enterprises. It must also be a good reform for the 
entire society. 


[Question] Mr President, what would you like to discuss of the specific 
proposed solutions? 


[Anewer] The entire package proposed by NOT is extensive and directed 
primarily to those people that work on the shape of our economy. Hence I 
believe that a factual, substantive discussion on the proposals would be more 
useful than an attack, which is frequently leveled at personalities. Some 
of the proposals that I will cite in very abbreviated form will in no way 
present the entirety of our draft plan. They serve only as an illustration. 
Thus, we propose that both single plants and factories composed of several 
plants (of which there are about 200-250 according to our estimates) be 
allowed to enter into the organizational structure of enterprises, which is 
what is required by the contemporary organization of production. In highly 
industrialized countries there is a trend toward concentrating means and 
forces by creating concerns that are sometimes very large, in which co- 
production eaterprises are subordinated strictly to the enterprise that 
produces the finished product. That is how the FIAT plants work. Meanwhile, 
our regulations allow enterprises a free choice and perhaps they themselves 
finally will come to the conclusion that such a management system is advisable. 
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Meanwille, however, the economy an society incur losses. We believe that it 


is necessary to link the producers of finished products with their major 
coproducers, but the latter should not have their right of enterprise 
autonomy taken away. 

An example that is close at hand: we have in Poland the VIS Precision Tools 


Works that achieves good results in production and export and has worked 
effectively with good labor productivity for many years without a large 
bureaucratic machine. The director of one plant is the director of the 

entire works. On its behalf he sets up the conditions for terms for production 
and export purchases and for technological progress. 


We must provide the director, however, with clearly defined working conditions. 
Given the principle of management by one person and responsibility held by one 
person, we cannot retain regulations in which this responsibility is not clear. 
the director is a representative of the state, and thus of society as a whole. 
The existence of the self-government should not lead to a dyarchy. A good 
seli-government cooperates with the director and strengthens his authority. 


Experience has shown that cooperation is good whenever functions, tasks and 
the scope of responsibility are clearly distributed. For many years I was 

the director-in-chief of the automobile factory in Swidnica and of the Wroclaw 
DOLMEL Plant. Frequently matters led to a sharp exchange of opinions between 
the management and the self-government; despite this, both sides maintained 
respect and preserved their authority. The self-government must have an 
impact on the selection of the director. The person that is selected, however, 
must have all the conditions that are necessary for him to perform his duties, 
while being under the constant supervision of the self-government. This does 
not violate the laws and the constitution, but strengthens then. 


in our document, the enterprise plan takes into consideration the country's 
social and economic needs, the operating conditions of enterprises and work- 
force needs. We have brought social and economic needs to the fore without 
giving preference to often parochial enterprise interests. In our updating, 
we have eliminated all entries that could lead to interpretations that 
enterprises are group property and not the property of society in general. 


We anticipate the possibility that the operation of the self-government will 
be suspended by the founding organ when the results of enterprise operation 
do not comply with public and economic interests, e.g., when production costs 
and prices are raised, when a lack of concern for fixed assets and their 
renovation is apparent and when there is a lack of concern over initiating 
technological progress and improving product quality and the like. Society 
is not, and cannot be, interested in continuing weak groups and weak enter- 
prises over the long term. 


In the planning area, we propose changes that will prevent planning from being 
identified with management, as was the case in the past, primarily at the 
highest levels of authority. This plan organizes social effort; that is why 
there must be a specific interdependence between the plans at the particular 
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levels. Our proposals aim toward the attainment of cohesiveness and 

consistency in planning during the initial period. This concerns the yearly 
plan in particular, prepared "from bottom to top” via the duty of the 

higher level of the administration to set up tasks and plans (shared in, 
however, by substantive bodies of social groups) until such time as the 

need for state control of raw and other materials, energy and the like subsides. 


[Question] According to the reports of the NOT working groups, the draft 
plan of changes in laws should protect society against inflation. How? 


[Answer] In our proposed updating of the law on prices, we placed strong 
emphasis on halting discretionary pricing that was leading directly to 

the winding of the inflationary spiral. The economy is a monopoly in nature 
and still produces too few products. 


We propose the principle of price-setting for basic raw and other materials 
according to world prices (converted according to a uniform rate of exchange 
for export and import) and for all items produced from them due to “added 
labor" prices based on prime production costs with the allowable profit margin. 
We propose that the turnover tax be levied in the trade sphere and not in 

the production sphere, a proposal that has been suggested for many years. 


The major proposals in the field of the financial management of enterprises 
concern the system of enterprise profit distribution, the abolition of the 
sort of second income tax that the vocational activization fund is in reality 
and the dropping of the practice of including sums for social funds in the 
burden of the production costs of products (raising the base for setting the 
prices of these products), calculating these sums based on profits instead. 


In assessing the rights of enterprises to conduct foreign trade, the 
engineering-technical community takes the position that a significant 
improvement in hz [foreign trade] results may be achieved through the fuller 
implemetnation of the principles of enterprise autonomy. At the same time, 
the foreign trade ministry should preserve its full powers to perform 
initiatory functions (international agreements) and functions of control, 
above all, by licensing specific export and import transactions instead of 
granting licenses to conduct foreign trade. 


We would like to impose on production enterprises the duty of exporting some 
of their products at the highest foreign-exchange prices possible. On the 
other hand, new terms should be created for foreign exchange enterprises so 
that the goods they import in the future could represent a type of competition 
for domestic products, mobilizing domestic producers to improve product 
quality and modernity, to reduce their own costs and prices and to conduct the 
sale of products and servicing effectively. 


The NOT leadership believes that the opinion of the Polish technical 
intelligentsia that our organization represents should be heard and analyzed 
with greater attention and concern on the issue of the ultimate shape of the 
economic reform. 
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Technictans are the officials of industry that stand in a united front with 
the working class and will apply the reform in economic practice together 
with them. If the reform is to conclude successfully, it likewise must be 
their reform. 


TRYBUNA LUDU will return in the near future to these and 
other problems broached in the interview. 


Engineers versus Economists 
Warsaw TRYBUNA LUDU in Polish 13 Jul 83 p 4 


[Article by Andrzej Leszczynski; material enclosed between slantlines printed 
in boldface] 


‘Text] The engineering profession, that usually marks out 

a relatively simple road to solve technical or technological 
problems, is well respected. Is it possible, however, to 
speak of the identification of the methods of approach and 
time period of the maturation of a concept in the spheres 

of technology and economics? 


These questions and reflections emanate from the interview given by NOT 
chairman Aleksander Kopec to a PAP reporter, published in its entirety by 
TRYBUNA LUDU several days ago. This interview is an abridged and altered, or 
rather toned down version of the NOT working group document known to the 
Commission for Economic Reform Affaire as “Drafts for the Amending of Basic 
Laws That Impact on the Operation of Economic Reform Mechanisms.” 


Reporting on the meeting of the Commission for Economic Reform Affairs that 
was held on 22 June, we wrote that this document was criticized unequivocally 
and unanimously by commission members, among whom there are many economic 
experts from various fields, schools and generations. /No one questioned 

the concern of the NOT working group over stepping up production and improving 
the efficiency of management, the creation and utilization of the results of 
secientifie-technological progress and the restoration of internal and external 
atabillity. Both these and the other goals mentioned in the interview, 
including the streamlining of processes of steering the national economy and 
improving the quality of labor and the quality of labor [as published] are 
indisputable. The question is how to achieve these goals./ 


The proposals of the NOT working group run in various directions and generally 
concern the structure of the economy. In the interview, the NOT chairman 
discussed this in the following way: 


"We propose that both single plants and factories composed of several plants 
(of which there are about 200-250 according to our estimates) be allowed to 
enter into the organizational structure of enterprises, which is what is 
required by the contemporary organization of production.” In the document 

that was submitted to the Commission for Economic Reform Affairs, this question 
is expressed very pointedly. The document speaks of: “giving founding organs 
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the possibility of creating state enterprises--combined plants from multiplant 
enterprises currently in existence.” 


In essence, this is a proposal for a return to structuring the economy using 
orders from the top, as though it is better known at the higher levels of 
authority what fosters and what hinders an increase in social productivity. 
/This proposal aims at the reconstruction of the middle orders element./ 


Impatience is understandable regarding the gradually developing new structure 
based on voluntary associations and other forms of cooperation growing up 
within the process of amassing experiences. 


However, that does not justify the return to administrative, multilevel 
management——management that has led our economy astray. 


The interview likewise discusses the need to tie in the producers of finished 
products with their major coproducers without depriving the latter of the 

right to be autonomous. In the document, the NOT working group, less than 2 
months before while this right is negated on page 7 [as published]. Which 
position expressed the real views of the NOT working group on this issue? Even 
if coproducers linked (by whom?) with the producers of finished products 
retained their autonomy, as stated in the interview with the NOT chairman, 
would this not be a formal autonomy, since they would be deprived of their 
right to select consignees? 


Undoubtedly we must be concerned over improving the cohesiveness of the 
interests of autonomous enterprises and priority social goals. This concern, 
however, should not mean reverting to a former method that clearly led us 
astray. Impatience and anxiety are never good advice for the solution of 
complex economic problems in particular. 


The proposals of the not working group, however, reflect more than impatience 
or anxiety. They also lack faith that the economy can run efficiently and 
effectively with the cooperation of workforces. The NOT document spoken of 
openly demeans the role and the significance of consultation with society on 
the plan “...that is known from planning practice not to lead anywhere. We 
must have planning on behalf of society,” we read in the basic document. Thus, 
it is to be planning on society's behalf, but without its participation. 


The NOT chairman refrained in the interview from question!=« openly the role 
of society in shaping the plan. This idea is expressed ¢ caut ious 
form: He says: “Our proposals aim toward the attainment siveness 
and consistency in planning during the initial period. This . «cerns the 
yearly plan in particular, prepared “from bottom to top” via the duty of 

the higher level of the administration to set up tasks and plans (shared in, 
however, by substantive bodies of social groups) until such time as the need 
for state control of raw and other materials, energy and the like subsides." 


The lack of faith in the participation of workforces in the management process 
is expressed particularly well in the proposals for modifying the law on the 
workforce self-government of the state enterprise. These modifications 
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reduce splendidly the list of so-called powers constituting the employee 


council. Thies list excludes such powers as: /passing resolutions on invest- 
ments, expressing approval of the creation of enterprises or their adawittance 
inte aseoctations, expressing approval for concluding an agreement on the 
reation of « jolat or combined enterprise and the passing of resolutions 
on the lesve of changing the direction of operation of an enterprise. The 


right to merely offer an opinion is retained on these and other issues. / 


With regard to the passing of yearly plans, the draft plan upholds the right 

of the employee council to pass such plans, but only in such cases where 

they are oot confirmed by founding organizations. In such situations, employee 
councils would have only the right to give an opinion on thes. 


Besides the narrowing of powers, the second proposed serious change is based 

on including an entry stipulating that: “In the event that an employee cowcil 
permits a plant to be run in a manner that does not comply with the interests 
of soclety, the founding organ has the right to suspend its operation until 


conditions are created to restore its operation.” Again, the NOT working 

group is loaclined to grant the superior authorities an absolute patent on 

int nlibility. 

In this context, ft is worthwhile to note that in the NOT draft plan a proposal 


was made to eliminate the legal entry concerning the right of the employee 
council to withhold the execution of a director's decision if it conflicts 
with a resolution of the employee council or a resolution of a general meeting 
of employees, or if it was made without the required polling of the opinion 

of the employee council, The NOT working group gives the organs of the self- 
government only the right to appeal in such cases to the founding organ. 


In the extreme, the following situation is possible: the director of a plant 
is a poor manager. The employee council protests against this, but its appeals 
to the founding organ have no effect. The self-government, powerless in this 
structure, @ust bear the consequences of these mistakes by being suspended and 
the director, who is responsible for being remiss, assumes full authority. 


The NOT chateman, ignoring these specific solutions in the interview, limits 
jimeelf to general statements: “The director is a representative of the state, 
und thus of soctety as awhole. The existence of the self-government should 
not lead to a dyarchy. A good self-government cooperates with the director 
and strengthens his authority.” 


/We make such copious comparisons of the text of the interview with the more 
broadly expounded assumptions of the document in order to express their real 
sense. What we have said thus far shows that the proposals of the NOT working 
group diverge from the spirit of the economic reform most sharply on three 
planes: the structure of the economy, the character of planning and the scope 
of the self-government ./ 


We likewise have reservations, however, regarding the proposed modifications of 
financlal mechanisms, particularly price-setting. The latter question has 
evoked much controversy in discussion upon the Sejm commission plat fors. 
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ejm delegate Prof Alojzy Melich, who presented a report, expressed this at 
s plenary meeting. Emphasizing the complexity of the issue, he indicated 
however that: “The methods of price-setting demand changes related to 
shifting over to non-cost formulas of setting them.” The NOT working group 
advises that the opposite avenue be taken, proposing the retaining of costs- 
related methods in price-setting. 


As Chairman A. Kopec maintains in the interview: “...only one-third of the 
management and engineering-technical cadres understand the principles and 
mechanisms of economic reform.” This estimate is very questionable and in 
our opinion is unfair to engineers. Apart from the assessment the NOT chair- 
man gives of his member masses, however, it is worthwhile noting that even if 
such a «light percentage of engineers does understand the economic reform 
assumptions, that is not an argument that proves that the reform is imperfect. 


in some ways this attests to the difficulties in surmounting old habits 
connected to the use of the former orders system. The economic reform is 
based on a different approach to management problems than that used in the 
past. This is a truism, but it must be reiterated. 


--The reform is based on freeing the economy from the fetters of the orders 
system that bound it for years. The reform is based on the creative autonomy 
of the state enterprise subordinated to the general interests of society. 


--At the same time, it is a reform into which are built permanent self-governing 
mechanism. 


/de cannot eliminate arbitrarily any element of a concept that has been 
structured so carefully and that, let us note, was approved at the Ninth 
Extraordinary PZPR Congress./ Thus, extensive changes cannot be made without 
good reason. In any event, the effectiveness of the new solutions must be 
checked over a relatively long period of time. 


Someone once said in the lobbies that a good physician does not discontinue a 
medication prematurely, until he knows what its effect will be on a specific 
alling organism. Only then does he go to another medication, following good 
medical practice. The 18month period of the operation of the economic reform 
does not warrant, even from the formal viewpoint, such farreaching modifica- 
tions, or rather amendments to new laws, such as the modifications proposed by 
the NOT working group. A responsible captain of the economic vessel that 
would be so hasty to make revisions, regardless of the character of these 
changes, would be in danger of being accused of being fickle, impatient and 
voluntaristic as an official. 


The economic reform began and is developing in the most difficult of circunm- 
stances, amid the misfortunes of the crisis, growing inflation and vexing 
economic restrictions imposed on us by some capitalist countries. In this 
situation, the implemestation of the reform is a process that works its way 
through conflicts and difficulties. We have entered a somewhat unfamiliar 
road. The fact that it is not well traveled, and that we stumble at every 
turn does not mean that we should return to a road full of potholes or to 
one that leads nowhere. 
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Finally, the NOT chairman, alluding to the “Basic Economic Reform Assumptions" 
from January 1981 and to the "Program Assumptions for the Ninth Extraordinary 
PZPR Congress” from April 1981, states: "A number of basic statements 
included in these documents were not reflected in legal documents or became 
distorted in practice, producing undesirable economic results. The Ninth 
Party Congress never recommended inflation or inferior product quality." 


It follows from this that the economic reform exacerbates inflation and 
fosters the production of unsalable goods. This is expressed even more 
emphatically in the basic document of the NOT working group. /In reality, 
however, despite the fact that an improvement in management effectiveness on 
the desired scale is still lacking, the economic barometer is registering 
fair weather, if every so slowly, not rain and storms./ 


Even if these changes are not perceived generally, an economist should be aware 
of them. Meanwhile, if the reform, however, limited and stripped down it may 
be, begins to have even the slightest effect, it would be a mistake to 
rearrange things as suggested by the NOT proposals for the system of manage- 
ment. Undoubtedly modifications are needed, but not modifications that violate 
the supporting structures of the reform. 
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POLAND 


SIX-MONTH RESULTS OF FOREICN TRADE ANALYZED 
Comments of Deputy Minister 


Warsaw TRYBUNA LUDU in Polish 14 Jul 83 p 2 


[Interview with Andrzej Dorosz, deputy minister of foreign trade, by Jan Cipiur, 
date and place of interview not given] 


[Text] The June-July turning point in the economy is a 
period of analyzing the conformity of the plan adopted at 
the beginning of the year to the actual results obtained. 
The half-year pattern provides a reliable basis for evalu- 
ating the reai possibility of fulfilling the tasks for the 
entire year. In a discussion with a PAP journalist, Andrzej 
Dorosz, deputy minister of foreign trade, presented the 
main results and the trends evident in trade with foreign 
countries. 


[Question] Mr Minister! Do you have available the data for the first 6 months? 
Can you confirm the opinion that points to an improvement in this ailing sec- 
tor of the economy? 


[Answer] Polish foreign trade turnover calculated in current prices increased 
during the first half of the year in comparison with the same period of last 
year by over 17 percent. Thus, improvement is evident, although, of course, 
an evaluation made on the basis of only the size of this indicator would be 
rife with error. It would be necessary to at least consider the fact that 

the comparison period for the current results is that of the first months of 
stabilization of our foreign trade after the break-off in trade turnover in 
1981. On the other hand, it is worth mentioning that this growth occurred in 
spirt of still not-too-favorable domestic conditions. 


[Question] Foreign trade is conducted in order to be able to purchase, but 
first it is necessary to sell. So, what is the situation with exports? 


[Answer] They grew by 16.9 percent, attaining a value of 491 billion zlotys, 
wholly in conformity with the theses of the central annual plan and proportion- 
al to the passage of time. This result means that we are overcoming the con- 
sequences of the restrictive activities of the West. But this does not mean, 
certainly, that we have made up for the losses resulting from the sanctions. 


52 





im export to the states of the so-called Second Payments Area, certain struc- 
tural changes have occurred. The sales of the electrical machinery industry 
to toreign countries has been under cricicism for quite a long time. In spite 
of the progress that has been obvious during the last 2 months, exports of 
this type of commodity to countries of the Second Payments Area was 3.3 per- 
cent lower during the first half in comparison with the same period of last 
year. The reasons for this are varied--for example, the deficiencies of 
supply and other allied industry, as well as the reality of the world market 
continuing to feel the effect of the economic recession. 


A still greater drop took place in the export of construction services--by 
22.3 percent. This, in turn, is the result of the unfavorable situation on 
our markets. The shortfalls coming out in this way have been made up for by 
a 25 percent increase in the export of nonmanufactured goods: coal, copper, 
silver. 


[Question] How is trade turnover with the socialist countries shaping up? 


[Answer] The imports from these countries amounted to 251 billion zlotys, and 
was 6 billion zlotys higher than exports. The excess of imports over exports 
applies to trade with the USSR. 


[Question] It is not difficult to guess why you, Mr Minister, place imports 
in first place, but according to the plan, and in conformity with the inter- 
governmental agreement, the so-called unfavorable balance of trade with the 
USSR was supposed to be much greater. 


[Answer] Of course. It can be explained by the fo.lowing facts. Polish pro- 
ducers are demonstrating a great tendency toward exporting to the USSR, which 
is connected, for example, with the fact that because of the limitation of 
possibilities and funds for investments, the domestic demand for machinery 
and equipment went down. And the structure of our production corresponds to 
the demands of the Soviet Union. The same factor operates as far as imports 
are concerned. The interest of our enterprises in deliveries of capital 
goods from the socialist countries has been reduced. The plants are watching 
their spending, and on this account, it turns out that it does not pay them 
to purchase certain raw materials and producer goods with a certain lead 
time, and to expend money for storing then. 


In the second half-year, however, we foresee anacceleration of the dynamics 
of imports from socialist countries. 


[Question] And what are the proportions in turnover with capitalist countries? 


[Answer] Just the reverse. Poland exported goods worth 246 billion zlotys and 
purchased 286 billion zlotys' worth. We therefore note a surplus in turnover 
with that group of states, and this is at the level that we had planned. Un- 
fortunately, this is only partly the result of an increase in exports, but 
rather the effect of reduction of imports because of payments difficulties. 
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Here, I would like to emphasize the significant improvement in supply im- 
ports, i.e. an increase in the purchases of replacement parts, subassemblies, 
and production materials of over 25 percent relative to the first half of 
last year. 


[Question] But if we look at the plan, then the entire imports from the Second 
Payments Area countries is supposed to be nearly 3 percent higher. 


[Answer] We planned on financing imports in part by drawing credits in the 
amount of about 800 million dollars. Most likely, however, this year, we will 
obtain no more than 400 million dollars in credits. This causes tension in 
financing imports from capitalist countries. It is necessary to remember, 

in this respect, that we are earmarking a part of the returns from exports 

for debt servicing. These were considerable sums during the first half year. 


[Question] The credits would open the opportunity for more rapid progress in 
the economy, but the hopes for making use of greater sums in this way prob- 
ably continue to be nil.... 


[Answer] I notice that the building up of our capabilities for drawing new 
credits is a very difficult matter and will continue for a long time. The 
basic conditions are the settlement of the problem of our indebtedness on the 
basis of long-term solutions and the strengthening of the export condition of 
the country. This too is going to create bases for stabilizing the payments 
position. Western experts estimate, for example, that other countries which 
have a difficult payments situation similar to that of Poland will be able to 
regain their positions on the international credit market even by the end of 
this l-year period. 


[Question] It is necessary to depend upon our own forces and not to use re- 
serves. Then, what are the forecasts as far as the total annual foreign trade 
plan is concerned? 


[Answer] In the opinion of the experts of the ministry, we will carry out 
exports to the first and second payments areas in harmony with the assignments 
of the plan. 


Progress Still Unsatisfactory 
Warsaw POLITYKA in Polish (Supplement) No 39, 20 Aug 83 p 17 


[Article by Stanislaw Gruzewski: “Foreign Trade After a Half-Year--More but 
Always too Little”) 


[Text] Polish foreign trade turnover during the first half of 1983 was char- 
acterized by a relatively high rate of activity. Exports in current prices 
amounted to 491.3 billion zlotys, and in comparison with the same period of 
last year, it was 16.9 percent higher. Imports formed up at a level of 437.3 
billion zlotys, which is 18 percent higher. The surplus balance thus amounted 
to 54 billion zlotys. If it were not for the very low basis of reference, 
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which the flret half of 1982 was, these results could even be considered to be 
very good. The progress made is significant, but undoubtedly insufficient 
relative to our needs. 


In maxing an evaluation of trade with socialist countries, it is necessary to 
emphasize that the trend toward a more rapid increase in our exports over 
imports, which had been observed already during the second half of 1982, not 
only continued to be maintained, but became even more intense. And thus, 
during the period of the past 6 months, Polish exports to countries of the 
First Payments Area rose up to 21.1 percent in comparison with the same period 
of last year, whereas, imports increased by only 13.5 percent (calculated in 
current prices, in 1982 prices barely 4.1 percent). In absolute terms, this 
turnover amounted to 245.6 billion zlotys on the export side, and 251.1 billion 
ziotys on the import side. Thus, the negative balance was formed on the mini- 
mum level of 5.5 billion zlotys. Such a result of turnover during the first 
halt year of the current year is quite a substantial deviation from the values 
idopted in the Annual Central Plan. It had anticipated the closing of this 
year's commodity turnover of Poland with the countries of the First Payments 
Area with a negative balance of payments in the amount of 80.8 billion zlotys. 
in light of the results obtained during the first half of this year, it is 
difficult to talk about fulfilling the tasks in accordance with the plan. And 
it is too bad, because the deviations can have a negative influence on some 
sectors of our economy. The sore point, of course, is imports, the nonfulfill- 
ment of which can result in a reduction of deliveries of goods to the market, 
ind can also reflect unfavorably on supplying industry with the needed raw 
materlals and producer goods, and in this way, it can bring about production 
lifficulties in some factories. 


An attempt to achieve the planned negative balance of trade could be made, 

not only through the intensification of imports during the second half of this 
year, but also by means of restricting our exports. Nevertheless, it does not 
appear that such action would bring the desired result. The advancement of 
the realization of the annual plan for exports already amount to 51.1 percent 
it the end of June (with a time passage factor of 49.6 percent). At the same 
time, the plan for imports was realized by 44.7 percent. The difference 
mount to 6.4 points, and it would be difficult to surmise that it could be 
balanced out during the second half of this year. Everything indicates that 
the annual plan for exports to countries of the First Payments Area will be 
fulfilled with a considerable surplus, whereas, there will be a shortfall of 

a goodly number of points in the fulfillment of the plan for imports from 

this area. 


The blame for this state of affairs cannot be laid, however, on the Foreign 
Trade Ministry, which has been doing everything since the beginning of the 
year to increase purchases in the socialist countries. However, you have to 
have two willing parties in order for these efforts to bring the desired re- 
sults. Well, some of our partners are deciding on exports to Poland unwill- 
ingly, espectally of those goods that are either easy to sell on the domestic 
market, or are exportable to the capitalist countries. We have, therefore, 
had at our disposal, a surplus of imports over exports, in truth, not as 
planned, but relatively high only with the Soviet Union and the German 
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Democratic Republic. On the other hand, we have a surplus of exports over 
imports with Bulgaria, Hungary and Romania, and more or less balanced turn- 
over with the other socialist countries. 


An additional factor having an unfavorable influence on the status of our trade 
turnover with the CEMA states ts the tendency toward a rise in prices, which 
has lasted for a long time already, and results from the system that is man- 
datory in the CEMA countries of setting them on the basis of the average 

price on the world market for the last 5 years. This trend is currently dis- 
advantageous for Poland, since the increase of prices for goods exported by 

us is slower than the increase in import prices. The terms of trade factor 
during the first half of the current year was formed on a level of 98.3. 


In turnover with capitalist countries, we are faced with a considerably more 
rapid increase in imports than exports. During the period of the first 6 
months of the current year, exports rose in current prices in comparison with 
the equivalent period of last year by 13.1 percent, whereas imports grew by 
24.8 percent. In absolute numbers, this turnover showed up as follows: the 
value of experts amounted to 245.7 billion zlotys, and that of imports amounted 
to 1586.2 billion zlotys. The favorable balance of payments showed up on the 
level of 59.5 billion zlotys, as against the favorable balance of 197 billion 
zlotys planned for the entire year. The advancement of the realization of the 
tasks defined in the Central Annual Plan is somewhat lower than the time pas- 
sage, and amounts to 48.1 percent in exports and just 46.2 percent for imports. 


These relatively good results have to be credited mainly to the successful 
realization of export assignments by raw materials and producer goods indus- 
tries, such as mining and electric power, the metallurgical, chemical and also 
the food products industry. With the exception of the chemical industry, not 
only did they attain a high level of export activities, but likewise a very 
good advancement of the realization of the annual assignments. Unfortunately, 
it is not possible to say the same about the electrical machinery industry, 
which marked a drop of 3.3 percent. 


What reasons came about to make this exemplary industry of the 1970's manage 
the worst of all? I would list the following among the objective reasons: 


The application of economic sanctions by Western states. These led to a mas- 
sive impeding of the license-production trade cooperation developed for several 
years between the Polish electrical machinery industry and many leading capital- 
ist firms. The products produced by the Polish factories often were supplied 
directly into the sales network of our licensors. We had such agreements with 
the West German Grundig firm (for the production and export of tape recorders), 
with the U.S. Singer firm (for the production and export of sewing machines), 
and with the French firm Thomson CSF (for the export of electronic equipment). 
As a result of the creation of an unfriendly atmosphere around Poland after 

the introduction of martial law, these agreements were broken. 


The massive drop in cooperative supply imports from capitalistic countries last 
year. It led to serious dislocations among many producers, by making it im- 
possible to relieve them from the contract obligations taken. The shipbuild- 
ing industry, which has long production cycles, felt these difficulties 
especially keenly. 
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A severe worsening of material supply, especially with metallurgical products. 
This made it impossible in many enterprises to accept new orders from foreign 
contractors. An unsettling example of this are tool steels, which had once 
been produced by the domestic metallurgical industry without great difficulty, 
and today they are just about unattainable. 


On the other hand, the following should be listed among the subjective rea- 
S0OnS : 


The deterloration of the quality of products turned out by this industry, 
which only in part can be explained by the material-cooperative supply diffi- 
culties. The main reason for this occurrence lies in slipshod workmanship, 
caused by the lack of feeling of responsibility, the still continuous insuffi- 
clent work discipline, the lack of motivational factors, that force every 
worker to tight for high quality of products. 


The insuffictent interest of a party of management and engineering and techni- 
cal personnel in the development of exports for the difficult capitalist mar- 
kets caused, on one hand, by a lack of confidence in their own forces and 
capa’..'‘ties, and on the other hand, by unwillingness to be inconvenienced. 
Practically everything that is produced can be sold on the foreign market 
without too great difficulty, and if not, then it can be exported to the so- 
clalist countries, where the requirements are not as strict, so why bother 
yourself with the troubles of exporting to capitalist countries? 


All of these factors taken together bring about the situation where the elec- 
trical machinery industry, in spite of potentially ~reat capacities, does not 
play its proper role in the development of exports. And this means that the 
main burden of obtaining hard currency has to continue to rest on the export- 
ing of fuele and raw materials. How long is it still possible to keep on 
doing that? 


Along with the electrical machinery industry, the light and construction in- 
dustries showed retrogression in exports to countries of the Second Payments 
Area. With respect to the light industry, in consideration of the extra- 
ordinarily difficult domestic market situation, the drop had already been 
assumed in the Central Annual Plan. On the other hand, this industry is 
realizing its plan assignments with regularity, and even ahead of schedule 
relative to the passage of time. 


The situation in construction exports turns out to be worse, where not only 
was a serious drop noted in exports during the first half of the current year, 
(as much as 22.3 percent), but aleo, a very low advance of the realization of 
the annual plan (barely 31.0 percent) was recorded. The main reason for such 
a serious disruption in construction services exports are the payments diffi- 
culties of our major partners, Iraq and Libya, and this situation is going to 
last still longer, for sure. 


The rest of the industries, such as the wood or the mineral industries, are 
realizing their assignments with a certain lag, but they do not play a very 
important role in exports. 
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Imports from the Second Payments Area showed a relatively high growth, of 
about 25 percent during the first half of the year. However, again, in eval- 
uating this indicator, it is necessary to remember that during the first half 
of 1982, the greatest drop, especially in imports from capitalist countries, 
was recorded. Nevertheless, the increases in imports during the first half 
of this year are considerable, in which case, the following industries ob- 
tained the greatest deliveries: light, electrical machine , and metallurgi- 
cal. Over 71.0 percent of the total imports realized in t«.. first half of 
the year were earmarked for production purposes. In spite of this, even the 
most urgent needs of many industries could not be satisfied. 


The price trends in trade turnover with Second Payments Area countries are 
also unfortunate for us. During the first half of this year, a drop in the 
prices of the majority of goods exported by us took place, such as: hard 
coal, petroleum products, metallurgical products, sulfur, softwood lumber, 
meat and fish products, and products of the electrical machinery industry. On 
the other hand, a price increase was recorded only in the export of silver and 


copper. 


In imports, in turn, the prices of cotton, meat, pesticides, tea, and cacao 
bean rose and the prices of iron, phosphorites, wheat, and barley fell slight- 
ly. As a result of the unfavorable price activity for us on the capitalist 
markets, the terms of trade indicator showed up on the level of 95.3, thus, 
worse than in the turnover with the First Payments Area. And this means 

that our ‘osses in prices in foreign trade from both zones amounted to about 
17.0 billion zlotys during the first half of this year. 
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ROMANIA 


NEW LAND IMPROVEMENT, IRRIGATION PROGRAM DISCUSSED 
Bucharest ERA SOCIALISTA in Romanian Wo 14, 25 Jul 83 pp 7-10 


[Article by Prof Tiberiu Muresan, chairman of the Academy of Agricultural and 
forestry Sciences) 


[Text] “The completion of the program will assure secure and stable 
productions under any weather conditions. Only on this basis will it be 
possible to create the conditions necessary for a modern, high productivity 
agriculture, and the fulfillment of the agrarian revolution.” Nicolae 
Ceausescu, speech to the Plenary Session of the Central Commitee of the RCP, 
of 29-30 June of this year. 


The progress of socialist Romania's agriculture, and the creation of a modern, 
intensive, high labor productivity agriculture can be successfully achieved 
through rational land utilization, higher soil fertility, and the introé=sction 
of new land into agricultural use. These major features of our party's land 
policy bring to light the verity that agriculture cannot be conceived without 
land, and that the practice of an intensive and profitable agriculture 
requires that land be perceived as what it is--the sole support and source of 
nutritional elements for plants, and a renewable energy resource. 


Organically contained in this concept, as a high quality extension of our 
party's land policy, is the national program designed to assure a secure and 
Stable production through higher land production potential, improved uniform 
organization and utilization of agricultural surfaces and of the entire 
national territory, irrigation of about 55-60 percent of the tillable land, as 
well as drainage and control of soil erosion--a program approved by the 
Plenary Session of the Central Committee of the RCP of 29-30 June of this 
year, and adopted by the Grand National Assembly. 


Formulated at the initiative and with the strong contribution of Nicolae 
Ceausescu, the Wational Agricultural Program is the broadest project, of 
unprecedented magnitude, in Romania's history, which will increase the 
productive potential of the land and result in higher agricultural production, 
in accordance with the decisions of the 12th Congress and the National 
Conference of the Party, and which will have profound implications on the 
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organization of the country’s territory, as well as an extraordinary influence 
on the nation's standard of material and cultural living. The implementation 
of this vast program for transforming nature--in the words of the secretary 
general of the party--"will give our country a new appearance and will assure 
the conditions necessary for a high yield and high productivity agriculture 
under any conditions, thus achieving the new agrarian revolution.” 


The goal of the National Agricultural Program is to improve along a unified 
concept, the country's entire territory, through comprehensive land 
improvement, water management, soil improvement, and territorial organization 
projects, all of which will make it possible to raise the productive potential 
of the land for all categories of use and all holders of agricultural land, 
thus assuring full exploitation of the conditions created through the 
expansion of agricultural mechanization and chemification, and the 
dissemination of plant varieties and hybrids with high production potential. 
Thus, by the end of the current five-year plan, the country's agricultural 
area should reach at least 15 million hectares, of which 10 million hectares 
will be tillable land. The program stipulates that the area prepared for 
irrigation should reach 4 million hectares by 19865, and 5.5-6 million hectares 
by 19686-1990. Soil erosion control will cover 3,776,000 hectares by 1990, 
with the entire surface affected by erosion processes to be protected by 1995. 
In 1990, nearly 5 million hectares of the 5.5 million that are excessively 
wet, will have been drained. 














Drained land growth, thousand hectares 


The comprehensive nature of the objectives and projects of the National 
Agricultural Program involve the entire economy and population in the effort 
made for its fulfillment. The program responds to an objective need 
determined by the present stage in the development of the national economy and 
by the quantitative accumulations achieved during previous five-year plans in 
the development of production forces and the maturation of social 
relationships; its provisions are organically integrated in the fulfillment 
of the new agrarian revolution, which seeks to transform agriculture into a 
modern branch based on the newest advances of science and technology, capable 
of fully and multilaterally satisfying the population's food consumption 
requirements, and of sub*tantially contributing to the national income and the 
country's general >:ogress. 


According to some calculations, about 100 billion lei will have to be 
allocated to this vast program, as well as extensive material means, 
equipment, means of transportation, and so on. Some 10-15 years ago our 
country could not have proposed a program of such proportions, given the level 
of industrial development at that time, and the national economy's ability to 
allocate the necessary funds and materiel. Things are entirely different at 
present, when the strong development of the industry and the general growth in 
the country’s economic potential allow the fulfillment of this program. 

















Irrigated land growth, thousand hectares 


During the past decade, the Romanian industry has reached a level of 
development and technology that places it in a position to endow agriculture 
with a wide range of equipment, machines, and installations needed to perform 
the most daring projects for increasing agricultural, vegetal, and animal 
production. 


The formulation of the National Agricultural Program and the implementation of 
its objectives are based not only on the development of our economy, but also 
on the experience accumulated in land improvement projects. In accordance 
with the objectives established by the Ninth Party Congress, national programs 
have been formulated for executing vast land improvement and water management 
programs. As a result, by the end of 1982, the area prepared for irrigation 
has increased by 2,150,000 hectares, the area that has been drained by 
1,787,500 hectares, and the area subject to erosion control by 1,468,000 
hectares. After completing the National Agricultural Program, Romania will be 
among the few countries in the world to have improved their entire territory 
$0 a8 to obtain higher, stable, and secure agricultural productions, 
independently of natural factors. 


The whole comprehensive program for improving the productive capability of the 
land will be based on soil, agrochemical, and land quality distribution 
studies, and on a knowledge of the productive characteristics of each lot 
throughout the agricultural surface of the country. 
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Erosion control growth, thousand hectares 


What characterizes our party's concept for the protection and conservation of 
land resources, is a unified, comprehensive approach to soil fertilization. 
Having set this orientation, the program stipulates the unified execution of 
land improvement projects in strict correlation with water management, 
hydroelectric construction, and forestry improvement work in each hydrographic 
basin. 


This creates a framework for protecting all natural resources as a whole, with 
a better exploitation of the organic interdependence and mutual influence 
between the agricultural and forestry ecosystems, which are of primordial 
importance. The existence of forests, and the conservation and development of 
forestry resources represents one of the vital conditions for the existence of 
agriculture, for rational land utilization, and hence for increasing 
agricultural production and satisfying man's food needs. Forests have been 
and remain the essential factor in soil and water protection. Greater 
forestation stongly increases the retention of rain water in tree leaves anc 
among dead leaves, almost fully eliminating soil erosion; consequently, the 
number and intensity of floods and torrential flash floods is reduced. 


The new orientation, different from the procedures used until now, assures the 


comprehensive start and execution of all water management projects. This is 
particularly significant because given the magnitude and diversity of the 
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planned projects, half-way actions or the neglect of any factors will 
prejudice soil fertility to a smaller or greater extent. The experience 
gained throughout the world provides enough examples of the disastrous 
consequences created by ignoring soil fertility problems, resulting in 
extensive areas of fertile and very fertile land partially degraded or fully 
removed from agricultural use. 


The requirements of the National Agricultural Program stipulate, for design 
and execution activities, the need to formulate documentation for 
comprehensively solving all problems within a given zone. This is an action 
of high responsibility, with specialists and designers being asked to soundly 
analyze in the field, all elements that concern land contours, hydrographic 
conditions, rainfall, and so on. Only thus will it be possible to formulate 
comprehensive projects based on unified technical and economic solutions, that 
will concentrate material and human efforts on the exploitation of local 
conditions and the concurrent execution of all the work stipulated in the 
program--recovery of new land, irrigation, drainage, dikes, erosion control, 
$oil salinity, correction of acidity, soil improvement, and so on. 


Through the years, our country has accumulated a wealth of experience in 
designing and implementing water management projects. Close collaboration of 
all agencies involved in fulfilling the program will assure on schedule all 
the technical and economic documentation, as well as the technical and 
material basis qualitatively and quantitatively appropriate for the projects 
planned at each stage. This will create better conditions for site 
organization, and for procuring the necessary equipment and materials. 
Similarly, considering the fact that local work will be carried out over large 
areas for irrigation, drainage, and erosion contro., all the forces and means 
of agricultural units must be mobilized for the task. 


The unified approach to the soil fertility problem does not however, exclude 
priorities. In fact, the consideration of priorities makes it possible to 
adopt a unified approach to water management projects. Although all the 
objectives in the program are equally important, the irrigation work stands 
out in terms of magnitude and complexity. While the work planned until 1985 
does not raise extraordinary problems in providing water resources, the 
planned expansion of irrigation land to 5.5-6 million hectares in order to 
create the necessary water sources, does require work whose technical and 
execution aspects are unprecedented in our country. 


Under our country's conditions, the need to irrigate large areas is determined 
first of all by the annual average rainfall in the major agricultural zones, 
which ranges between 700 and 900 liters per Square-meter in hilly areas, and 
between 400 and 500 liters in the more fertile areas of Cimpia Romana, 
Dobrogea, and Moldavia. Normal, rainy, and exceptionally rainy years are 
succeeded in these areas by isolated or bunched years of drought or 
exceptional drought, when the rainfall dr ps under 250 mm. In time, the 
disastrous consequences of drought have affected various portions of the 
country, especially Moldavia, north-east Muntenia, south Oltenia, and 
Dobrogea. Romanian agriculture was badly hit by drought in 1904. Following a 





succession of years (1921, 1922, 1924) when the drought was lesser, our 
country was forced to import grain in 1946-1947 in order to feed the 
population of the affected areas--Moldavia and Baragan. But along with the 
damages caused by drought, our agriculture also suffers from excessive water 
in rainy years. In 1969-1970, 1971, 1972, and 1975, large agricultural areas 
were flooded, compromising the wheat, corn, and other crops. 


Consequently, from a weather standpoint, crop stabilization at a given level 
requires that irrigation be extended to prevent losses in dry years, while 
extensive drainage projects have to be executed to remove excess water in wet 
years. Modern agriculture, being asked to meet contemporary needs, can no 
longer remain at the level of productions that depend entirely on the whim of 
the weather from year to year. Today, scientific progress enables a better 
exploitation of production conditions, a more efficient intervention from man 
in the soil-water-crop relationship, with resulting intensified agricultural 
processes. For these reasons, our party and state have formulated a vast 
program of land improvement for irrigation, which, as has already been 
mentioned, aims at goals whose technology and execution are extremely complex, 
sO aS tO create unprecedented sources of water in Romania. 


According to the objectives of the program, the work to expand irrigation will 
be given priority in very dry zones, as part of a national hydrotechnical 
system, seeking the irrigation of the largest possible areas along furrows, 
and the use of execution technologies and equipment that will reduce energy, 
materials, and manpower consumption. As stipulated by the program, greater 
use will be made of economical solutions of furrow irrigation, of carrying 
water along contour levels, and of directing it by gravitation. 


Since the program stipulates that the irrigation surface is to reach 4 million 
hectares by 1985--as we have indicated--it appears evident that the rate of 
project execution needs to be intensified. It is essential to assure a close 
correlation between the technical endowment necessary for project execution, 
and the area that is to be prepared for irrigation. At the same time, the 
very rapid rate at which the irrigation work has to be performed raises the 
Guality level at which preparations are to be made in order to avoid 
Situations in which the pressure of a large volume of work, and the desire to 
finish it on time, sometimes lead to a neglect of quality. Land improvement 
projects are actually construction projects of a strong technical nature. But 
the builders must never forget that the work is performed in order to create 
better conditions for higher agricultural production. 


As an efficient method for obtaining high, stable productions year after year, 
the value of irrigation lies in its proper exploitation. Our own experience, 
and that of the rest of the world, confirms the fact that irrigated 
agriculture requires two essential conditions, which are that the production 
growth resulting from irrigation assure the recovery of the additional 
investments and the development of agricultural enterprises, and that 
irrigation does not degrade the soil. The fulfillment of these requirements, 
which ultimately determine the profitability of irrigation, demands correct 
crop cultivation under irrigated conditions, which in turn means rationa: crop 





rotation, wora.ing the soil in accordance with its needs, scientific 
fertilization, using varieties and hybrids with a high production potential, 
ind the rational mechanization of all work. All irrigated systems allow large 
productions and even two crops per year by using complementary crops and 
gac.c fertilizers. But each specialist must be knowledgeable about methods 
and technologies for irrigated crop cultivation, irrigation rates, and 
watering techiques, hydrotechnical problems, and the use of equipment. 
Scientific research can make greater contributions in the use of subterranean 
water for irrigation, general water balances in water management systems, the 
Operation of various methods and types of land improvements for irrigation, 
the evolsction of soils in improved areas, and the measures that must be taken 
to prevent soil degradation. 

The National Agricultural Program indicates the primordial importance of water 
management--drainage, dikes, erosion control, salinity control, correction of 
Soi. acidity, and soil improvement--in Romania. Large drainage projects will 
be carried out throughout the country. As a result, the area of drained land 
will increase to nearly 5 million hectares in 1990. As a first stage, 

85,000 hectares will be drained during 1983-1985, and old systems will be 
completed and rebuilt particularly in the western part of the country, over an 
area of nearly 460,000 hectares. In order to increase the efficiency of 
drainage projects, specialists are studying the design and construction of 
reversible drainage systems, which could also be used for irrigation during 


ary years. 


ne improvement actions stipulated by the program are also aimed at acid soil, 
“nich cover an extensive area located within and outside of the Carpathian 
spain, adding up to about 3,160,000 hectares, of which 1,959,000 hectares are 
tillable. Acid soils yield no more than 700-800 kg of grain or 1000-1200 kg 
of hay fodder per hectare. These low productions harm not only the economy of 
agricultural units, but also the average production of agriculture as a whole. 
That is why the conversion of this low fertility soil to normal production 
parameters is a major source for production growth. 


Experimental research and agricultural practice, particularly in Arges county, 
have disclosed efficient methods for raising the production of acid soil. 
Among these are the improvement of chemical properties and acid neutralization 
with lime correctors, with high doses of chemical fertilizers, with stable 
wastes, and by introducing corrective crops such as red clover, by breaking up 
the soil for aeration, and by eliminating excess surface moisture. 


The use of this agricultural system has enabled many agricultural units to 
harvest an average of 3000 kg/ha of wheat and 3500 kg/ha of corn on large area 
plantings, and much higher productions on some fields. But the potential is 
even higher, as demonstrated by the agricultural research stations 
Albota-Arges, Oradea-Bihor, and Livada-Satu-Mare, which have systematically 
obtained over 3500 kg of wheat and more than 4000 kg of corn per hectare. 

Such crops can be obtained on the entire area of acid soil in Romania, as long 
as the techniques established by scientific research and verified in 
production are applied, which would mean an additional 4-5 million tons 

of grain. 
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Of great importance in increasing agricultural production is to increas the 
production capabilities of eroded land. Due to the specific contour and 
climate conditions of our country, a rather extensive area of tillable land is 
affected by strong, very strong, and excessive erosion. 


The possibilities for increasing agricultural production on this land are 
Clear when we consider that depending on the degree of erosion, the production 
potential of eroded soil is from 30 to 60-70 percent lower than that of 

on-eroded soil. At the same time, the research conducted in various areas of 
the country demonstrates that about 160 million tons of fertile soil per year 
are lost on hillside land, which is equivalent to 320,000 tons of nitrogen 
fertilizer and 240,000 tons of phoshate fertilizer. Because of the loss of 
nutritional substances and reduction of physical properties, the production 
per hectare for wheat and corn is low on slopes greater than 20 percent. In 
addition to this, every year, erosion degradation definitively removes from 
agricultural use significant areas of tillable land. 


To prevent the damaging effects of soil erosion, our state has made 
Significant material and financial efforts that have produced good results. 
The planned objectives of the National Agricultural Program greatly amplify 
activities in erosion control. By 1990, some 3,776,000 hectares will be 
included in erosion control projects, with the entire area of 5.3 million 
hectares affected by erosion to be included in such projects by 1995. In 
order to increase its efficiency, all erosion control work will be correlated 
with the work on torrents in forests and on protection plantings, as well as 
with water management and territorial organization efforts. 


Of particular importance for soil erosion control and the return of eroded 
land to efficient production capabilities, is the program's provision 
regarding the dissemination of the valuable experience gained at the Perieni 
Central Research Station for Erosion Control, in Vaslui County. Consequently, 
Standard belts are being organized in hilly areas, to implement the entire 
anti-erosion system--territorial organization, contour projects, appropriate 
crop structure, use of fertilizers, and so on. By implementing this 
anti-erosion system, the research station mentioned above obtains a production 
of 3500 kg/ha for wheat and 4500 kg/ha for corn. The wide application of this 
Station's recommendations to the entire area of eroded tillable land would 
produce an additonal 3 million tons of grain, while stopping soil erosion. 


Scientific research in agriculture is involved in all aspects of the National 
Agricultural Program's implementation. It must provide not only technical 
solutions for various types of projects, but also directly contribute to the 
dissemination of scientific advances in agricultural practice--a primordial 
condition for increasing agricultural production. It is well known that 
Romania has a wide range of natural conditions, an objective situation which 
does not allow us to carry out a single type of agriculture. This explains 
among other things, the organization of a strong network of research stations 
located in the major zones of the country. These stations conduct a sustained 
research activity that establishes the economic structure of crops, 
technologies for cultivating recommended types of crops, and the most su:table 
varieties and hybrids. 





But al. of these achievements must be disseminated as rapidly as possible in 
agjcicu.tural practice. It will thus be possible to assure the production 
Surp..8S needed to recover the large investment volume required to execute the 
projects of the National Agricultural Program. This production surplus can be 
stained only by extending into each natural zone the recommendations 
formulated by the research stations. That is what will make it possible to 


define .n a short period of time, the agricultural systems specific for each 
zone. 


In order to respond to this major demand, we must intensify and amplify the 
bonds between scientific research, production, and education, thus assuring 
that Scientific research is involved as early as the design stage, in the 
implementation of the National Agricultural Progran. 


The fulfillment of the National Agricultural Program is of extraordinary 
\mportance to agriculture and to the progress of the national economy; it 
imposes the participation, under the guidance of party agencies and 
sfganizations, of all the peasantry, all village inhabitants, of the working 
class, specialists, scientists, and the entire population. The union of 
material and human efforts, accompanied by the affirmation of a high spirit of 
responsibility in all the actions that will be undertaken, represents a pledge 
for complete success in this vast and vital work for the development of 
agricu.ature. 


~*~ 
cso: 2700/2964 


68 





ROMAN IA 


ROLE OF SCIENCE, TECHNOLOGY IN ECONOMIC PROGRESS 
Bucharest ERA SOCIALISTA in Romanian No 14, 25 Jul 83 pp 11-14 


[Article by Dr Florin-Teodor Tanasescu, director general of the Central 
Institute for Machine-Tools, Electrical Equipment, and Electronics] 


(Text) The scientific policy of the RCP devotes exceptional attention to 
Scientific research, steadily developing year after year the material and 
human foundations of scientific activities and technical development, and 
expanding its participation in large national programs. The increased 
competence of Romanian science is demonstrated by the results of domestic 
research, which in most cases are replacing licenses and know-how with the 
economic effects derived from them. The long term investment made in research 
is now bearing fruit, with Romanian research being capable of offering the 
solutions which the economy needs, with technical competence, economic 
efficiency, and in acceptable time spans. 


Given the evolution of the world economy, scientific research is faced with a 
number of complex problems that differ from country to country depending on 
local objectives, priorities, resources, and restrictions. Some of these 
elements are now becoming particularly important for Romanian scientific 
research, requiring that special attention be focused upon them. Referring to 
Scientific and technical engineering activities as a whole, and in particular 
to the field of electrical equipment in which I work, we must delve deeper 
into problems regarding a better utilization of domestic resources of raw and 
other materials, the implementation of technologies that consume little energy 
and raw materials, the robotization and automation of industrial processes, 
Optimum cost-performance in product manufacturing, the development of new 
sources of energy, a more rapid introduction of computerization in various 
Gomains, higher labor productivity in existing systems or in those for new 
products and technologies, and lastiy--as an underlying feature of the 
above--the rapid transfer of research results to industry. 


It is notable that in science management, Romania has been among the first 
countries which even before the energy crisis had formulated its own programs 
for resource inventory and rational utilization--including new sources of 
energy, that the need to exploit bituminous shale was pointed out here many 





years ago, and that the l2th Party Congress adopted a number of important 
directive documents aimed at research and resources, documents which even 
today form the basis of Romanian scientific research. In his speech to the 
Plenary Session of the National Council for Science and Technology in June of 
this year, Nicolae Ceausescu once more stressed the tasks of scientific 
research and technical engineering in providing and rationally using raw 
materials, other materials, and energy resources, modernizing production, and 
raising the qualitative level of products, goals which will determine the 
uninterrupted progress of Romania's economy. 


One society can be considered superior to another in terms of its level of 
labor productivity. The entire policy promoted by our party consistently 
tresses the need to most rapidly increase labor productivity in all areas. 

In connection with this, at the Plenary Session of the Central Committee of 
the RCP in June of this year, Nicolae Ceausescu pointed out that: “It must be 
well understood by all workers that a higher standard of living and higher 
incomes can be achieved only through greater growth in labor productivity, 
efficiency, and profitability, and through the general development of the 
national economy.” 


Research and Labor Productivity 


Scientific research not only offers the possibility, but also has the duty to 
support the achievement of increasingly higher productivity coefficients. The 
mechanization and automation of labor, the fabrication of specialized 
machine-tools with numerical control, and the computerized control of 
manufacturing processes, offer extensive possibilities in this respect. I 
believe however, that compared to what is being done to increase labor labor 
productivity, research projects should encompass a broader range of problems, 
involving stronger design staffs which would work concurrently in research, 
industry, and education. I will discuss some of these aspects below. 


New technologies cause significant changes in industrial activities, both from 
the standpoint of product quality and of productivity. For instance, in the 
production of tooling in die-making shops--an area in which productvity has to 
be as high as possible, since that is where new products are being created and 
where one must achieve the fastest possible execution--it can be stated that 
the domestic design of spark erosion machines (based on a collaboration 
between the Institute for Electrical Equipment Research and Design, the 
Research Institute for Machine Construction Technology, and the Institute for 
Automation Design) has led to an essential increase in labor productivity. 

The manufacturing of more than 100 such machines by Electrotimis in Timisoara 
and Electrotehnica in Bucharest, and their assignment to toolmaking shops, has 
produced extremely good results: together with the fabrication of high 
quality products, execution times were reduced 3-15 fold depending on type of 
part. Here then is an example of how a new technology, designed, rapidly 
transferred to industry, and widely applied, has provided an essential 
sOlution to the need for rapidly increasing labor productivity. 
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The comclusion to be drawn from this example--and which can be supported by 
many others--is that given the new demands, we must adopt a new concept about 
the relationship between new technologies and labor productivity; this 
concept must be founded on a number of elements, which if not new, must be 
viewed in a new light. AS a matter of fact, many Specialists believe that a 
new technology represents nothing more than “a new consideration of older 
elements.” This cannot be denied, since in fact the majority of the new 
technologies being used today are based on older elements that could not be 
implemented when the idea arose because society was not technologically 
prepared to receive it at that time. 


Generalization of some technologies. There is no doubt that many solutions 
are conceived in research institutes and enterprises, which could lead to 
higher labor productivity. Among these are applications of ultrasonics, 
electron beams, lasers, electrostatic and electromagnetic fields, microwaves, 
and $0 on. The transfer of these methods to industry and their generalization 
are unfortunately ponderous, often being faced with indiference and lack of 
interest in their applications, although paradoxically they offer solutions to 
the very problems that should be of the greatest interest to industry, 
problems directly associated with the increasingly better utilization of 
manpower, higher quality, and so on. 


For instance, nitriding installations can significantly increase not only 
product quality, but labor productivity as well. Although the technical 
solutions in this field have been provided by research several years ago, only 
a few installations have been built so far, notwithstanding the fact that the 
economy's needs are of the order of hundreds and thousands. A similar 
Situation exists for lasers, ultrasonics, and so on, which offer spectacular 
and rapid solutions for higher labor productivity. The achievement of 
technical breakthroughs in these areas can led to a very large increase in 
labor productivity over a much broader area. 


Why do such delays in introducing new technologies persist, especially for 
such technologies as the ones mentioned above, which are well established and 
therefore do not require pretesting or improvisations that could affect 
industrial activities? 


In my Opinion, the primary cause is that industrial units are insufficiently 
well acquainted with the new technologies. This is traceable to the 
institutes or units which formulate a technology, and whose information 
(documentation, brochures, demonstrations) is either simplistic or lacking 
altogether. The second cause is that industry is generally slow in 
“receiving” the new technologies, thus losing the element of novelty and 
efficiency which can be obtained through rapid application. An attitude of 
"it's alright the way it is” is probably the most difficult attitude to 
overcome when a new technology has to be transferred from research to 
industry. And lastly, we must remember that a new technology inevitably 
raises a number of problems when it replaces a known, less advanced but well 
mastered one, even if the new one offers economic advantages that are certain 
but that entail inherent risks in equipment operation, worker training, and 
$O On. 
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in another respect, I believe that at a time when technical progress is moving 
at af explosive rate, too little is being done to further train techrical 

eng neering personnel after their studies are completed, although clear 
reguiat.ions Go exist for upgrading and retraining. The situation is the more 
acute Since today, a technology required to solve sophisticated problems with 
-omplex implications on quality-productivity (in gy opinion, this “duality” 
cannot be Split) demands new knowledge in solid state physics, electronics, 
data processing, and so on, which a school cannot provide as rapidly as the 
information changes. 


In the Dest case, today’s education presents the growth of technologies up to 
the level available in enterprises. Yet it should be offering the future 
specialists information for tomorrow's technologies. The very notion of 
technology has to be changed, to instill into it a complex character of 
novelty, of breakthrough in a given field, just as its meaning is considered 

the world today. For this reason, the schools shouid be supported not only 
“ith machine-tools, but with comprehensive means of investigation, to study 
those phenomena whose knowledge could lead to technologies capable of 
revolutionizing the productivity of entire industrial areas. In this way, 
education could approach problems at the highest level of research, opening 
new paths leading to solutions which could be further studied by specialists 
in research and industry and then transferred to industry. 


Although conferences organized by research or educational institutes, and 
sometimes by factories, could fill these needs, they are most often scattered 
and poorly attended by industry colleagues. I believe that the organization 
/f summer or winter schools attended by the most valuable personnel in 
research, education, or industry, who would present topics aimed at concrete 
aspects of quality-productivity, as well as the technical and economic 
implications of new technology applications, with practical demonstrations, 
could strongly encourage changes in attitude toward a more rapid introduction 
of technical progress. 


From the standpoint of the future engineers’ training, some higher education 
institutes, such as the electrical engineering schools of Bucharest and of 
lasi, aS well as some schools in Timisoara, have boldly introduced into their 
urriculums courses on special or electrical technologies. The results are 
beginnig to be felt, insofar as the concepts of technology-quality- 
productivity acquire a broader meaning, draw more attention, and develop an 
interest in creatively approaching such problems. 


Data Processing and Labor Productivity 


It has become obvious, even for the greatest non-believers, that data 
processing, through the introduction of computers, has significantly increased 
labor productivity in economic management or in the reliable, simpie, and 
efficient control of various industrial processes. 


In our Institute for Electrical Engineering Research and Design, we are also 
concerned with the use of computers to solve technical probiems of great 
interest, such as the optimization of copper and iron consumption ir an 
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electrical machine in the most complicated case, the sanufacturing time for 
number of motors is reduced by a factor of 2-3), of with the automatic design 
of parts in products or assemblies, $0 aS tO make better use of our availabie 
research forces. 


penerally speaking, the worldwide trend in the use of computers to S$o0lve 
problems that can influence labor productivity covers severa. areas in which 
the new computing technology can produce truly impressive results. One of 
these areas--in which we are carrying out sustained efforts--is the automated 
design of various products. PFeturning to the idea of developing toolmaking 
shops in plants, I want to show how the existence of computer programs that 
would enable the automatic design of subassemblies, could also enable a 
Standardization that would optimize solutions and lead to rapid and economic 
completion of tool design projects. 


The possibility of having a tool or part automatically drawn on a screen and 
rotated in space in all positions, offers the designer the great advantage of 
being able to take into consideration all the necessary elements that fe could 
otherwise not imagine without extensive trials, which no matter how exact, are 
far from providing the amount of information that can be stored in a computer 
memory. The productivity thus achieved in design activities that car reach as 
far as the plant level, can add up to impressive values and significantly 
reduce the hours of work devoted to a project. This fully justifies the 
development of such interest in our data processing, by correlating the 
efforts of various institutes and focusing them on important aspects which 
would support a continued growth in labor productivity. 


Significant manpower can be made available in industry, particularly at 
production test stands, by introducing microprocessors in testing operations, 
thus optimizing quality control and the time required for it. The experience 
gained during last year in building such stands ‘for cable or electric motors 
manufacturing) demonstrates that large reserves still exist in this domain, 
which if adequately exploited, could considerably increase labor productivity. 
The automatic determination of product characteristics, the automatic 
separation of defective items, the automatic printing of test reports, and so 
on, not only increases labor productivity, but product quality as weli, not to 
mention work efficiency in general. 


After specialists had stated for a long time that each percent in economic 
growth demands approximately a one percent increase in energy requirements, 
the crisis of the 1970's forced all countries to take decisive measures for 
reducing energy consumption. In fact, it became possible in recent years to 
achieve economic growth with greatly reduced energy consumptions. 


Scientific Pesearch and the Energy Problem 


While matters are rather well defined in the case of conventional sources of 
energy in terms of organizational measures or activities based on known 
techniques or technologies (product redesign and technology optimization), the 
Situation of new, unconventional sources is more complicated, since their 
complexity and expensive conversion technologies raise problems whose access 
is more difficult for scientific research. 





x | *he unconventional sources, solar energy is the most tempting because of 


“.ce availability. The solar rediation reaching the earth is about 1 KW 
j.are meter, a figure that gives an estimate of its usefulness. But this 
"Va. .ab.i..ty Goes not mean accessibility, the price of conversion 
tect! jieS~ whether thermodynamic (heat-electric power) or direct through 
ay @.ectric cells--still being very high. The research carries out in 
homan.e .9 this field leads to the conclusion that the application of 
~onversion technologies for solar energy in some areas i$ now econcmica.. 


.5 *he case for the production of hot water and technical steam with 
ji.sodr.ical-parabolic collectors, and for producing electricity with silicon 
"otoce..s (for agricultural irrigation pumps, telecommunications, and various 

“ec Supp..es). Calculations have shown that even with the still high prices 
f §..1C0m photocells, economic applications do exist, especially for power 
production in isolated areas. in fact, the situation in this field is quite 
iMi.ar to the one that existed for transistors thirty years ago. While 
‘raneistors were very expensive at that time, their price dropped by a factor 
' hundreds a8 technology advanced, thus enabling the extensive applications 
‘het are wel. known today. 


nsiderations are also at the basis of decisions regarding the 
©. of other unconventional energy sources ‘wind, geothermal sources, 
a $0 On), for which appropriate solutions will however certainly be 
found with the passage of time. 


what position should our research adopt toward these problems? Wait that 
‘hese Solutions be found elsewhere, and then adopt those programs? Or attack 
‘ Our present stage of research the entire field aimed at these problems? 
hase on the experience gained from various studies carried out in Romania, I 
believe that the most opportune approach is to undertake long range research 
in fundamentals, because it can lead to interesting solutions of high economic 
efficiency. Moreover, these long range studies contain the potential seeds of 
ew ideas and technologies that can be widely applied in other fields. in 
fect, I can assert that this approach has provided us with high technology 
reSu.ts with rapid applications. 


This consideration is also extremely important from another standpoint, namely 
‘nat of preparing the market and users for the new technologies. Experience 
“as shown that society's acceptance of a new technology for exploiting 
snconventional sources of energy, can at times represent 10-20 years of 
research in the economic optimization of solutions, thus imposing a timely 
oreparation of users. This is the more so since the new sources of 
energy--except nuclear power--will no longer allow the high concentrations of 
energy with which we are familiar today. They will exist as single, 
lisseminated sources with power levels that will not be impressively high. in 
other words, we are perceiving a transition from concentrated sources of power 
to decentralized and scattered ones. 


The impact of these new sources on society will cause different reactions in 
man's adaptation, as well as the need to make them as economical as possibile, 
recoverable as investments over acceptable time periods, and producers of low 
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power levels. Moreover, *heir users wil. Nave to become accustoe to the 
idea that these are complementary sources, Since it iS probable that for some 
time to come they will still not be ab.e to provide the principal energy 
Suppiy for various consumers, but rather complement their needs. 


Technical -Scientific Innovation and Pesearch 


The purpose of research is to create and encourage innovation independentiy of 
whether it is called product, technology, or service. But the very notion of 
innovation can have different meanings: something can be new in the sense 
that a novel, unprecedented technique has been achieved locally, or it can be 
a novelty on a broader, more general plane. But there is no question about 
the value of innovation in either case, if it satisfies various socioeconomic 
needs. 


The worldwide evolution of a field like electrical engineering for instance, 
has been rapid and profound both in its own context, as well as in terms of 
the conventional solutions it has offered so far for other scientific 
disciplines. Solid state physics is a discipline which has changed not only 
the design of equipment and instruments, but their actual utilization as well. 
The creation of powerful magnetic materials ‘based on cobalt or rare earths) 
has led to the miniaturization of measurement instruments and micromachines. 
The development of microelectronics based on the spectacular results obtained 
in recent years, Takes it possible to manufacture new components which alter 
the conventional approaches to automation or process handiing. Data 
processing and computers become fundamental elements in process control and 
automation, and when combined with mechanical engineering, enable machines 
‘robots) to perform operations which man performs with difficulty or less 
precisely than reguireed. 


it is evident that not all innovations will revolutionize the field in which 
they are applied or increase the efficiency of an activity. This aspect of 
innovation requires the creation of an organized framework for intra- 
disciplinary research. Solutions cannot be optimized without envisaging 

a unified and often programmed treatment of elements in the various 
disciplines involved in the fabrication of a product. 


When we created in our institute electrical equipment for underwater drilling 
platforms, we did it in record time (about one-and-a-half years) because we 
had established specialized groups that could almost concurrently study 
problems in electric motors, equipment, materials that could withstand special 
conditions, weather protection technologies, Salt water environments, and so 
on. That is why we were able to work as effectively as we did on the 
underwater driliing platforms, and in an equal measure that is the approach 
which must be used to solve the extremely complex priority problems that are 
facing today's industry and that will certainly face tomorrow's enterprises, 
problems that will play a much greater role than those that are raised by 
minor needs. In other words, as the problems of the future are becoming 
defined, our research institutes should orient their activities in terms of 





e SyStems that need to be studied rather than solely in terms of their 
Separate elements, complementing their structures with Specialized groups or 
*ab..shiang close collaborations with other specialized institutes which 
.¢ .avestigate parts of the subjects, $o aS to ultimately obtain integrated 
‘.ons in the shortest possible time. 


But 1.6 .* even possible to forecast technical and scientific innovation? The 
poSSib.lity of evaluating future technologic breakthroughs is ihe subject of 
mary discussions. I side with those who maintain that innovations can be 
piasred anead. In fact, this has been proven by very correct approximations 
of extraordinary achievements, such as the moon landing, the computer and 
electronics revolution, the discovery of substances with totally new 
properties, and $o On. 


venuine, profoundly human innovation is inspired not only oy the pressing 
lemands of the present, but also by needs that are becoming defined for the 
‘store. For instance, the gradual exhaustion of copper resources raises the 
j.est.on of an electrical machine without copper; just as the decreasing lead 
resources raise the need to design new electric batteries that would operate 
her principles; and soon. It is true that such hypothetical research 
jrams, aimed at longer term goals and with uncertain chances of success, 
Lid be perceived with less interest and receive iess support than more 
.mmed.ate and serious problems. Nevertheless, I believe that firmer action 
must Se taken about problems of future interest, because the road is a long 
“ne and because the answers to these problems can even change the development 
‘he fields in which they arise. 


ther point im this respect is the need to protect the results obtained in 
‘his type of research. Confrontations on the world market now start much 
sooner than at the time at which a product is presented; they begin at the 
design stage. Consequently, the patenting of valuable results--even if 
intermediate--is a means of protecting priorities, to allow negotiations for 
patent turnovers, and to efficiently participate in the international exchange 
of va.ues. 


Pate of Production Renewal 


A recent Statistic of a well-known electrical equipment factory in FRG shows 
that 38 percant of its production structure consists of products that are less 
than five years old, 30-35 percent of products that are between five and ten 
years old, and the remainder of products that are older than ten years. This 
indicates an extremely important situation, namely the constant mastery of 
innovative trends, taking into account the possibilities of maintaining 
technologic priorities, of retaining those products that are still viable, 
with the consequent savings in manufacturing preparations, and so on. 


In the Romanian industry--and I am referring particularly to the electronics 
and electrical equipment industry--production renewal has been a matter of 
acute interest, generated by the appearance of new materials and components, 
and of products based on new principles (controlled rectifiers following the 
creation of thyristors, new control systems for asynchronous motors following 
the achievement of power electronics, and $0 on). 
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in @ past issue of this magazine (‘Sociopolitical Responsibility for Exploiting 
the Pesults of Scientific Research, ERA SOCIALISTA, No 23/1982), we 
extensively analyzed this problem, delving into the ways and means that could 
hasten the transfer of technology. I believe that scientific research can act 
more rapidly to renew current and future production, emphasizing several 


important aspects: 


Multidisciplinary involvement in projects on the part of ali the collectives 
participating in a program, in terms of meeting proposed schedules without 
excessive shifts in timetables; 


Assuring a “horizontal line” created by other ministries, at the time at which 
research projects are started, SO aS not to create a Situation where economic 

production cannot be achieved because of inadequate quantities of materiais or 
subassemblies expected from other collaborats; 


Maintaining a dynamic balance between the present and the future. In parallel 
with the adoption of products and technologies essential for industry, 
research should not overlook the future, the fabrication of tomorr w's 
products that could assure competitive exportation conditions. The 
researchers’ obligation is to modernize and renew, using the newest principles 
and ideas known at the time at which a project is formulated or that are 
boldly discovered; 


Support newly created units in which the technical staff is young and in 
training, but eager for approval--as we have oftan observed. The creation of 
joint collectives with specialists from research and industry can form a 
channel for transmitting advanced techniques from research to new plants, and 
from older factories to new ones; 


Production can be renewed not only on the basis of Romanian design in a given 
field (education-research-industry), but also based on the designs of other 
potential participants in scientific programs from socialist and friendly 
countries. This can lead to a renewal leverage, and at the same time satisfy 
various needs of the economy such as reduced importations and greater 
manufacturing capabilities. Several experiences of this type on the part of 
our institute, in scientific cooperation on electric motors, has shown that 
this approach, when followed competently and carefully, makes it possible to 
efficiently and rapidly solve important problems in the economy. 
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YUOOSLAVIA 


FINAL ACCOUNT OF 1982 FEDERAL BUDCET 

Belgrade SLUZBENI LIST SFRJ in Serbo-Croatian No 41, 29 Jul 83 pp 1137-1187 
‘Final account of the 1982 Federal Budget adopted by the SFRY Assembly in a 
session of the Federal Chamber on 28 July 1983 and signed in Belgrade on 

28 July 1983 by Mika Spiljak, chairman of the SFRY State Presidency, and Vojo 
Srzentic, president of the SFRY Assembly| 

(Text!) 1. General Section 


Article | 


The revenues collected and distributions made of revenues in 1982 are as fol- 


lows: 
Dinars 

|) Sum total of revenues collected according to the 

balance sheet of the federal budget 199 ,.026,175,357.8! 
2) Sum total of distribution made of revenues according 

to the balance sheet of the federal budget 198,009, 334,913.59 
4) Difference between total revenues collected and 

total distribution mace of revenues according to 

the balance sheet of the federal budget 1,016,840,444,22 
+) Total surplus of revenues collected 1,016,840,444.22 


Article 2 


The surplus of revenues as shown in Article | of this final account, in the 
amount of 1,016,840,444.22 dinars, shall be distributed as follows: 


|. Te the economically underdeveloped republics as follows: 
-~ To the Socialist Republic of Bosnia-Hercegovina 82,139,000.00 
-— To the Soctalist Republic of Montenegro 0.440 ,000.00 
-~ To the Socialist Republic of Macedonia 37,430,900.00 
2. Te the Federal Secretariat for National Defense 610,260,444.22 
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t Federal Committee for Transportation and Communti- 
itions--to finance the Program for Construction of 
jects of Yugoslavia's Radio Relay System 
> the Federal Secretariat for Information--to finance 
the Program for Construction and Modernization of the 
Technical Facilities of the Mobile Radio Yugoslavia 


fo the Service of the Federal Fxecutive Council for De- 


tense Preparations--to pay off credit to the Military 
Service for construction of shelters for federal bodies 
and agencies 

the Federal Secretariat for Finance--to finance sci- 
entitic research 

the Federal Secretariat for Foreign Affairs--for 

lding the session of UNCTAD 


Dinars 


274,400,000.00 


36 , 500,000.00 


90 ,000,000.00 


6, 500,000.00 


49,200,000.00 


survey of the an’icipated and collected revenues and survey of anticipated 


ss 


ire as tollows: 


listribution of revenues in the balance sheet of the 1982 Federal Bud- 
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EMPLOYMENT DATA AS OF 1 APRIL 1983 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 18 Jul 83 p 31 


[Text] The Federal Institute of Statistics announced that: at the end of 
March, a total of 6,020,000 workers were employed in the social sector, which 
is 1.9 percent more compared to March a year ago. There were 4,982,000 
workers employed in economic [production] sector, which is 2.0 percent more, 
while in the noneconomic sector 1,038,000, or 1.8 percent above the level of 
the year before. According to the same source, the largest gain in employment 
#as recorded in the mining and industrial sector (2.5 percent), so that these 
two branches employed a total of 2,342,800 workers. At the same time, the 
number of employed in the social sector of Bosnia-Hercegovina reached 903,700, 
in Montenegro 139,500, in Croatia 1,439,100, in Macedonia 460,400, in Slovenia 
°*7,800, and in Serbia a total of 2,289,600 workers, of which number 191,100 are 
in Kosovo, 570,300 are in Vojvodina, and 1,528,200 are in the rest of Serbia. 


The number of employed in the Yugoslav agriculture and fishing industries rose 
by 2.8 percent, in forestry 1.1 percent, in the transport and communication 
sector 1.2 percent, trade 2.2 percent, tourism and catering 3.3 percenrc, 
service industry 2.3 percent, housing and urban management 3.4 percent, banking 
and other financial services 3.4 percent, education and culture 1.3 percent, 
health and social velfare 3.2 percent, aad socio-pclitical associations 0.6 
percent. Only in che building industry has the number of employed declined 

by 2.3 percent, compared with the figures from March of a year ago. 


Suall Scale Econcay 


The social product of the small scale economy last year reached 161.4 billion 
dinars, which is larger by 18 percent than in 1981. According to the data by 
the Federal Institute of Statistics, 69.1 billion dinars was realized by the 
social sector, and 92.3 by the private sector. When the vears 1982 and 1981 
are compared, the increase in the social sector was 11 percent, and in the 
private sector 25 percent. From the same comparison it is evident that the 
number of enterprises in the production sector of the small scale econony 
declined from 2,397 to 2,203, and the number of employed in that sector 
declined from 201,984 to 167,750. 


of the small scale 


The largest contribution to the Total Social Product (TSP) o 2 
billion dinars), and 


economy was realized in the artisan sector (around 64.1 
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In the nonproduction sector of the ssall scale econoszy (ar 
housing and urban services, education and culture, health 
the social product reached 6.5 billion dinars. "SC tek tas 
Institute of Statistics, the social product grew by 158 > 
with 1938) however, since the data for education and cul 





health and social services, were not taxen in 1930, this nus 

important. But, according to the data for the artisan sector and housing and 
urban services, it could be concluded that the work volume in the nonproduction 
sector of the small scale economy, has slightly increased, because the nusber 
of employed has increased, in spite of the decline in the number of esploying 


enterprises. 
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